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The Senate met at 9:30 a.m. and was
called to order by the President pro
tempore [Mr. THURMOND].

The PRESIDENT pro tempore. To-
day’s prayer will be offered by our
guest Chaplain, Rabbi Solomon Schiff,
director of chaplaincy, Greater Miami
Jewish Federation, Miami, FL.

We are pleased to have you with us.

PRAYER

The guest Chaplain, Rabbi Solomon
Schiff, offered the following prayer:

Heavenly Creator, we invoke Thy
blessings upon those gathered here,
loyal servants in the vineyard of
human compassion. Bless, we pray, the
Members of this body who have accept-
ed the high privilege and sacred respon-
sibility of serving in the sanctified
Halls of the U.S. Senate. Unto their
hands was entrusted the mantle of
leadership on behalf of the American
people. May they discharge their re-
sponsibilities with courage and com-
mitment. Grant that their delibera-
tions will be free from rancor and bit-
terness, but that they will be ruled in-
stead by wisdom, purpose, and dedica-
tion.

O, divine Healer, bind our Nation to-
gether. Sustain the dreams of those
who founded our great Republic, that
through our sharing with one another
the ideals which gave it birth—the
ideals of liberty, justice, equality, and
freedom—we will preserve and
strengthen these ideals for all future
time. In this way we will help bring
about a society based on moral and
ethical values and ensure that the new
millennium will mark not only a
change in calendar but a change in
character as well.

We will then lead the family of na-
tions to an unending era of tranquility,
justice, and universal peace. Amen.

PLEDGE OF ALLEGIANCE

The Honorable CONRAD BURNS, a
Senator from the State of Montana, led
the Pledge of Allegiance, as follows:

Senate

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

GUEST CHAPLAIN RABBI SOLOMON
SCHIFF

The PRESIDING OFFICER
CRAPO). The Senator from Florida.

Mr. GRAHAM. Mr. President, | rise
to thank our distinguished guest Chap-
lain, Rabbi Solomon Schiff, a personal
friend, who has been a great contrib-
utor to the religious and civic life of
our community and Nation and who
has brought us an inspirational mes-
sage to commence a long day of Senate
deliberation.

(Mr.

RECOGNITION OF THE ACTING
MAJORITY LEADER

The PRESIDING OFFICER. The act-

ing majority leader is recognized.
SCHEDULE

Mr. ROBERTS. Mr. President, today,
by a previous order, the Senate will
begin a series of stacked votes on the
Abraham Social Security lockbox
amendment, the Baucus motion to re-
commit, and the Robb amendment re-
garding effective dates of the provi-
sions in the Taxpayer Refund Act of
1999.

Following the votes, Senator GRAMM
of Texas will be recognized to offer a
substitute amendment containing
across-the-board tax cuts, estate tax
relief, and reductions in capital gains
taxation. By previous consent, there
then will be 10 hours of debate time re-
maining on the bill today. Therefore, it
is the intention of the majority leader
and other rational Senators to con-
tinue to make significant progress on
the bill and complete action on this
legislation no later than tomorrow.

I thank my colleagues for their at-
tention.

TAXPAYER REFUND ACT OF 1999—
Resumed

The PRESIDING OFFICER.
clerk will report the bill.

The legislative assistant read as fol-
lows:

A bill (S. 1429) to provide for reconciliation
pursuant to section 104 of the concurrent res-
olution on the budget for fiscal year 2000.

Pending:

Abraham amendment No. 1398, to preserve
and protect the surpluses of the social secu-
rity trust funds by reaffirming the exclusion
of receipts and disbursement from the budg-
et, by setting a limit on the debt held by the
public, and by amending the Congressional
Budget Act of 1974 to provide a process to re-
duce the limit on the debt held by the public.

Baucus motion to recommit the bill to the
Committee on Finance, with instructions to
report back with an amendment to reduce
the tax breaks in the bill by an amount suffi-
cient to allow one hundred percent of the So-
cial Security surplus in each year to be
locked away for Social Security, and one-
third of the non-Social Security surplus in
each year to be locked away for Medicare;
and an amendment to protect the Social Se-
curity and Medicare surplus reserves.

Robb amendment No. 1401, to delay the ef-
fective dates of the provisions of, and amend-
ments made by, the Act until the long-term
solvency of Social Security and Medicare
programs is ensured.

MOTION TO WAIVE THE BUDGET ACT AMENDMENT
NO. 1398

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Mr. President, the pending
amendment is not germane. | raise a
point of order that the Abraham
amendment violates section 305(b)(2) of
the Congressional Budget Act of 1974.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Mr. ABRAHAM. Mr. President, pur-
suant to section 904(c) of the Congres-
sional Budget Act of 1974, | move to
waive the Budget Act for consideration
of the ABRAHAM amendment.

Mr. GRAMM. | ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

The
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There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.

The PRESIDING OFFICER. There is
2 minutes of debate.

Who yields time?

Mr. REID. Mr. President, in a letter
dated April 21, 1999, on a similar provi-
sion, then-Secretary of the Treasury
Robert Rubin wrote to Senator Moy-
NIHAN that this “‘provision could pre-
clude the United States from meeting
its financial obligations to repay ma-
turing debt and to make benefit pay-
ments—including Social Security
checks—also worsen a future economic
downturn.”’

The lockbox in this proposal is poten-
tially destabilizing in a manner remi-
niscent of the constitutional amend-
ment to require a balanced budget.

I remind those who propose rigid 10-
year schedules for reducing the pub-
licly held debt that economics does not
follow the agricultural cycle. There
will be periods when surpluses, both on
and off budget, will fall far short of
projections. We should not impose a
debt reduction schedule, enforced by a
declining debt cycle ceiling, even if it
can be overridden with 60 votes. To do
so will risk default every time the debt
ceiling is lowered.

Mr. ABRAHAM. Mr. President, first
of all, we have endeavored to and have
modified our amendment to try to ad-
dress some of these concerns. | think
we have done so. | believe we have
given sufficient flexibility so that
there will not be the concerns that
were raised in that letter.

This lockbox does not need a lot of
debate. Americans have been hearing
us talk about it now for almost 3
months. We will continue to try to get
a straight up-down vote on this. |
would note that once again this morn-
ing another procedural roadblock has
been put in place to prevent us from
getting a straight up-or-down vote. |
regret that. | was prepared to come
today and offer both sides the oppor-
tunity to have straightforward votes. If
one side or the other in their various
lockbox proposals got 50-plus votes,
they would win and we could give the
American people what | believe they
want, and that is protection for their
Social Security dollars sent to Wash-
ington. But again, once more, what we
have had is a procedural impediment
placed in the way of getting final ac-
tion on this legislation.

Mr. President, 1 urge my colleagues
who have previously supported this
lockbox to do so. It is a tougher
lockbox that protects Social Security.
If we want to do it, | say vote ‘“‘yes.”
Vote to waive the Budget Act.

The PRESIDING OFFICER. All time
has expired. The question is on agree-
ing to the motion to waive the Budget
Act. The yeas and nays have been or-
dered. The clerk will call the roll.

The legislative clerk called the roll.

The yeas and nays resulted—yeas 54,
nays 46, as follows:
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[Rollcall Vote No. 227 Leg.]

YEAS—54
Abraham Fitzgerald McCain
Allard Frist McConnell
Ashcroft Gorton Murkowski
Bennett Gramm Nickles
Bond Grams Roberts
Brownback Grassley Santorum
Bunning Gregg Sessions
Burns Hagel Shelby
Campbell Hatch Smith (NH)
Chafee Helms Smith (OR)
Cochran Hutchinson Snowe
Collins Hutchison Specter
Coverdell Inhofe Stevens
Craig Jeffords Thomas
Crapo Kyl Thompson
DeWine Lott Thurmond
Domenici Lugar Voinovich
Enzi Mack Warner

NAYS—46
Akaka Feingold Lincoln
Baucus Feinstein Mikulski
Bayh Graham Moynihan
Biden Harkin Murray
Bingaman Hollings Reed
Boxer Inouye Reid
Breaux Johnson Robb
Bryan Kennedy Rockefeller
Byrd Kerrey Roth
Cleland Kerry Sarbanes
Conrad Kohl Schumer
Daschle Landrieu Torricelli
Dodd Lautenberg Wellstone
Dorgan Leahy Wyden
Durbin Levin
Edwards Lieberman

The PRESIDING OFFICER (Mr.

FRIST). On this vote the yeas are 54,

and the nays are 46. Three-fifths of the
Senators present and voting, not hav-
ing voted in the affirmative, the mo-
tion to waive the Budget Act is re-
jected. The point of order is sustained,
and the amendment falls.

Mr. ROTH. Mr. President, | ask unan-
imous consent that the remaining
votes in this series be limited to 10
minutes in length, and | ask that all
the Members of the Senate stay on the
floor. We have a full and busy day.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. Mr. President, | move
to reconsider the vote.

Mr. REID. | move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

PRIVILEGE OF THE FLOOR

Mr. LEAHY. Mr. President, | ask
unanimous consent that Peter McDou-
gall of my staff be given floor privi-
leges throughout the day.

The PRESIDING OFFICER. Without
objection, it is so ordered.

MOTION TO RECOMMIT

The PRESIDING OFFICER.
question is on the Baucus motion.

Mr. BAUCUS. Mr. President, | under-
stand each side has 1 minute of expla-
nation.

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. BAUCUS. Mr. President, this is a
very simple matter before the Senate.
It is a choice: Do we want to protect
Medicare or not. It is that simple. That
is the choice that we are presented
with today.

The amendment | am offering is the
House lockbox which passed the House
by an overwhelming margin—it only
had three or four votes against it—

The
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along with the Medicare lockbox. The
Medicare lockbox we provide sets aside
one-third of the on-budget surplus for
Medicare. It can be used in whatever
way we want to use it for Medicare, in-
cluding to provide an affordable pre-
scription drug benefit or for shoring up
Medicare solvency.

That is the choice before the Senate.
Do we preserve Medicare or not. Our
choice here today, however, is nothing
compared to another choice. That is
the choice that about 16 million seniors
must make every day: Do | choose to
buy my medicine, choose to pay the
rent, or choose to buy food?

We are saying set aside and preserve
for Medicare one-third of the on-budget
surplus so that the choices facing sen-
iors are not quite as abhorrent.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, this is
another opportunity on the part of the
other side to propose to the American
people that they want anything but tax
relief. This is a motion to recommit. It
would do nothing to protect Medicare.
It is the President’s proposal, which is
a phony transfer of 10Us to the Medi-
care trust fund. It does nothing to help
senior citizens. It is just an effort to
lock up $300 billion so you can’t give
the American people a tax cut, plain
and simple. They don’t want to con-
front the issue of a lockbox for Social
Security so they muddle it up and in-
stead of trying to solve something,
they would like to create an issue in-
stead of a solution.

Frankly, there are hardly any ex-
perts in America who look at this
lockbox concept for Medicare and say
it helps the seniors or it helps Medi-
care. If this is the plan the President is
alluding to across this land, then he
has none.

I believe, since the other side did not
let us have a vote, we ought to do ours
procedurally also, and | am compelled
to do that.

Therefore: The language in this
amendment is not germane to the bill
before us, so | raise a point of order
under section 305(b)(2) of the Congres-
sional Budget Act.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, pursu-
ant to section 904 of the Budget Act, |
move to waive the applicable sections
of that act for the consideration of the
pending amendment.

Mr. President, | ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to waive the Budget Act in relation to
the Baucus motion to recommit S. 1429.
The yeas and nays have been ordered.

The clerk will call the roll.

The legislative assistant called the
roll.

The yeas and nays resulted—yeas 42,
nays 58, as follows:
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[Rollcall Vote No. 228 Leg.] Most of the people who have spoken [Rollcall Vote No. 229 Leg.]

YEAS—42 so far have talked about their concern YEAS—46
Akaka Edwards Lieberman for doing just that. The lockbox provi- Akaka Feinstein Mikulski
Baucus Feingold Lincoln sions were proposing to do just that. Baucus Graham Moynihan
Bayh Feinstein Mikulski A B Bayh Harkin Murray
Biden Graham Moynihan If you _Want to _Sa\_/e SOC_Ial Se_curlty Biden Hollings Reed
Bingaman Harkin Murray ar_1d Medicare, t_hIS IS an |n(_39ntlve- It Bingaman Inouye Reid
Boxer Inouye Reed will delay the implementation of the Boxer Johnson Robb
Bryan Johnson Reid act. but it will not negate the effective- Bryan Kennedy Rockefeller
Byrd Kennedy Robb ’ f th t Byrd Kerrey Sarbanes
Cleland Kerry Rockefeller ness o e act. Cleland Kerry Schumer
Conrad Kohl Sarbanes I ask that our colleagues vote to sup- Conrad Kohl Snowe
Daschle Landrieu Schumer port this particular amendment, save Daschle Landrieu Torricelli
Dodd Lautenberg Torricelli ’ Dodd Lautenberg Voinovich
Dorgan Leahy Wellstone the_ one-half of 1 percent O_f the total Dorgan Leahy Wellstone
Durbin Levin Wyden which would be expended this year, and  purbin Levin Wyden
not lock in cuts that would cost $792 Edwards Lieberman
NAYS—58 illi H H Feingold Lincoln

Abraham Frist McConnell billion, which would be almost impos-
Allard Gorton Murkowski sible to reverse should that prove to be NAYS—54
Ashcroft Gramm Nickles the case. Abraham Enzi Mack
Bennett Grams Roberts The PRESIDING OFFICER. The Sen- Allard Fitzgerald McCain
Bond Grassley Roth ’ f f Ashcroft Frist McConnell
Breaux Gregg Santorum ator’s time has eXp'red' R Bennett Gorton Murkowski
Brownback Hagel Sessions Mr. THOMPSON addressed the Chair. Bond Gramm Nickles
Bunning Hatch Shelby The PRESIDING OFFICER. The Sen- Breaux Grams Roberts
Burns Helms Smith (NH) Brownback Grassley Roth
Campbell Hollings Smith (OR) ator from Tennessee. R Bunning Gregg Santorum
Chafee Hutchinson Snowe Mr_- TH_OMPSON- Mr_- President, no Burns Hagel Sessions
Cochran Hutchison Specter one in this chamber thinks other than Campbell Hatch Shelby
Collins Inhofe Stevens that we want a real, sound, solid, and Chafee Helms Smith (NH)
Coverdell Jeffords Thomas | Social S L ! ! d Cochran Hutchinson Smith (OR)
Craig Kerrey Thompson SO V?nt ocila ecurity system an Collins Hutchison Specter
Crapo Kyl Thurmond Medicare system. Most of us, however, Coverdell Inhofe Stevens
DeWine Lott Voinovich realize we will only have that if we Craig Jeffords Thomas
Domenici Lugar Warner A _ Crapo Kyl Thompson
Enzi Mack have fundamental reforms in those sys- Jowine Lott Thurmond
Fitzgerald McCain tems, such as that proposed by the pomenici Lugar Warner

The PRESIDING OFFICER. On this
vote, the yeas are 42, the nays are 58.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion Iis rejected.
The point of order is sustained, and the
motion falls.

The PRESIDING OFFICER. The Sen-
ator from Delaware.

Mr. ROTH. Mr. President, | move to
reconsider the vote.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. ROTH. Mr. President, | ask unan-
imous consent that all amendments
and motions to recommit to S. 1429
must be filed by 2 p.m. today at the
desk and with the bill managers.

Mr. STEVENS. Reserving the right
to object, what time was that?

Mr. ROTH. Two p.m.

The PRESIDING OFFICER.
objection?

Without objection, it is so ordered.

AMENDMENT NO. 1401

Mr. ROTH. Mr. President, | think we
are ready for the vote on the next
amendment.

The PRESIDING OFFICER. There
are 2 minutes equally divided. Who
yields time?

Mr. ROBB addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Virginia.

Mr. ROBB. Mr. President, this
amendment simply delays the effective
date of the tax cut that is proposed.
There are many who believe that a tax
cut of this magnitude at this time
would be ludicrous. But that is not the
issue. The issue is whether or not we
ought to go ahead with a tax cut not-
withstanding the fact that we have not
protected Social Security and Medi-
care.

Is there

Medicare commission at which the
President scoffed.

This amendment will serve to actu-
ally make Social Security and Medi-
care less sound. It will actually delay
the process of real reform. The sol-
vency dates that are used in this legis-
lation are taken from the President’s
proposal and will invariably result in
pouring more and more general reve-
nues into these entitlement programs,
delaying the day when we have to face
up to the fact that we have to have
fundamental reform.

Our bill sets aside 75 percent of the
surplus for Medicare, Social Security,
debt retirement, and other spending
priorities. With regard to the 25 per-
cent remaining, there is no reason to
delay tax cuts.

If we saved every penny of the sur-
plus, put it into Medicare and Social
Security, it would not do one thing to-
ward solving the fundamental problem.

This language is not germane to the
bill now before us; therefore, | raise a
point of order, under section 305(b)(2) of
the Congressional Budget Act of 1974.

Mr. ROBB. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, | move to waive the
applicable sections of that act for the
consideration of the pending amend-
ment, and | ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to waive the Congressional Budget Act
in relation to the Robb amendment No.
1401. The yeas and nays have been or-
dered. The clerk will call the roll.

The legislative clerk called the roll.

The yeas and nays resulted—yeas 46,
nays 54, as follows:

The PRESIDING OFFICER. On this
vote the yeas are 46, the nays are 54.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.

The point of order is sustained, and
the amendment falls.

Mr. MOYNIHAN. Mr. President, |
move to reconsider the vote.

Mr. ROTH. | move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 1405
(Purpose: To return to the taxpayers a por-
tion of the budget surplus that they cre-
ated with their tax payments)

The PRESIDING OFFICER. Under
the previous order, the Senator from
Texas is recognized to offer an amend-
ment.

Mr. GRAMM. Mr. President, | send
an amendment to the desk in the na-
ture of a substitute for myself, for Sen-
ator LOTT, Senator NICKLES, Senator
MACK, Senator COVERDELL, Senator
CRAIG, Senator MCCONNELL, Senator
INHOFE, Senator HUTCHISON, Senator
BUNNING, Senator KyYL, Senator BoB
SMITH of New Hampshire, Senator AL-
LARD, and Senator HAGEL, and | ask for
its immediate consideration.

The PRESIDING OFFICER.
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Texas [Mr. GRAMM], for
himself, Mr. LOTT, Mr. NICKLES, Mr. MACK,
Mr. COVERDELL, Mr. CRAIG, Mr. MCCONNELL,
Mr. INHOFE, Mrs. HUTCHISON, Mr. BUNNING,
Mr. KyL, Mr. SMITH of New Hampshire, Mr.
ALLARD, and Mr. HAGEL, proposes an amend-
ment numbered 1405.

Mr. GRAMM. Mr. President, | ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The
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(The text of the amendment is print-
ed in today’s RECORD under ‘“‘Amend-
ments Submitted.”’)

Mr. GRAMM. Mr. President, | have
the highest admiration for the chair-
man of the Finance Committee. | am
supportive of the tax cut he has crafted
in committee. | intend to vote for it on
final passage if this amendment fails.

But | believe we need a clearer vi-
sion. | believe we need to define very
precisely what we would like to use
this tax cut to do, rather than running
around trying to stick a nickel in
everybody’s pocket with a targeted
program.

I would prefer to have a tax cut that
has clear themes and this is a very sim-
ple substitute because it consists of
simply five things. So this is a tax cut
that you can explain to every Amer-
ican, and it contains basic principles
that | believe every American can un-
derstand and support.

The first principle is we ought to
have an across-the-board tax cut of 10
percent. Now, | know our Democrat
colleagues are going to jump up and
down and say, first of all, that 32 per-
cent of American families pay no in-
come taxes, and so if you have an
across-the-board tax cut, they will not
get a tax cut. And that is right. Tax
cuts are for taxpayers. If you don’t pay
taxes and we have a tax cut, you don’t
get a tax cut. Most Americans don’t
get food stamps; most Americans don’t
get TANF; most Americans don’t get
Medicaid because they don’t qualify for
those programs. If you don’t pay taxes,
you don’t qualify for a tax cut.

Our Democrat colleagues are obvi-
ously going to jump up and down and
say that Senator ROCKEFELLER, who
pays 10 times as much taxes as | do,
with a 10-percent across-the-board tax
cut, will get 10 times as big a tax cut.
That is right, but he pays 10 times as
much taxes. If you ask people in your
church to take up money to build a
new parsonage and it turned out you
had taken up too much money, and you
decided to give it back, isn’t the log-
ical way to give it back to simply take
how much an individual gave and take
the amount that you didn’t need and
give it back to them proportionately?

So the point is, the first principle we
believe in is there ought to be an
across-the-board tax cut, so every
American who pays income taxes will
get a tax cut. Now, our Democratic col-
leagues have said they believe if you
are rich, which means you are in the
upper half of the income distribution—
and they design that as roughly mak-
ing somewhere around $50,000—you
don’t deserve a tax cut. In their pro-
posal, you basically don’t get one. |
want to remind my colleagues that by
excluding people who pay 99 percent of
the income taxes in America, they are
excluding from a tax cut 62 percent of
all homeowners, 66 percent of all Amer-
icans between the ages of 45 and 64, 67
percent of all families who have chil-
dren in their homes, 67 percent of all
full-time workers, 68 percent of all
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Americans who have some college edu-
cation, 69 percent of all married cou-
ples, and 80 percent of all two-wage
earner families in America.

Our Democrat colleagues love invest-
ment, but they hate investors. They
love the benefits of capitalism, but
they hate capitalists. An across-the-
board tax cut gives everybody a tax
cut, and if people pay a lot of taxes,
they get a bigger tax cut—not propor-
tionately, but they get the same tax
cut. If that offends you, if you believe
that somehow people who make over
$50,000 a year are the enemies of the
people and they ought to continue to
be punished, you would want to be
against this provision.

The next thing this provision does is
it eliminates the marriage penalty.
Most Americans are not aware of that
because our Tax Code is so perverted, if
two young people, both of whom work,
fall in love and get married, they, on
average, pay the Federal Government
$1,400 a year in taxes for the right to be
married. My wife is worth $1,400, but
the point is, she ought to get the
money, not the Government. We elimi-
nate the marriage penalty.

Secondly, we have income splitting.
Now, I know some of our Democrat col-
leagues are going to get up and say,
well, look, if the husband earns all the
money and the wife stays at home and
raises the children, they ought not to
get the correction for the marriage
penalty. Well, we do income splitting.
We have decided we don’t want to in-
ject the Tax Code in the decision about
whether people work outside the home
or not. My mama worked every day
that | was a child, and she did it be-
cause she had to do it. My wife has
worked every day that our children
have been alive because she wanted to
do it. I am not trying to distort the de-
cision one way or another, or make a
judgment. All | am saying is that peo-
ple who stay at home and raise their
children contribute to America. They
make a big contribution. By allowing a
couple, where only one of them works
outside the home, to split their income
and attribute half to each one of
them—that is what the partnership of
marriage is about—we are able to give
them a substantial reduction in the
penalty they pay for being married.

The next provision is, we repeal the
death tax, which is a certain kind of
death penalty. | like the death penalty
where we put murderers to death. |
don’t like the death penalty when
working people die and we end up forc-
ing their children to sell their business
or their farm. All over America, people
work a lifetime to build up a business
or a farm, and then when they die,
their children have to sell that busi-
ness or sell that farm to give Govern-
ment 55 cents out of every dollar they
earned in a death tax. This provision
repeals the death tax.

Now, | know that our Democrat col-
leagues are going to get up and say,
well, these are rich people. But | want
to give you an example. When | first
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met a printer from Mexia named Dicky
Flatt, I met him about 25 years ago. He
was in business with his daddy, who
worked on these old calculator ma-
chines that businesses use. His mama
kept all the books, his wife basically
was working in their stationery shop,
and Dicky Flatt did the printing busi-
ness. They had an old building in
Mexia, and it was cracking right down
the middle. They kept putting sand in
the bottom and kept tar-papering over
the top. They had one bathroom, and it
didn’t have a door on it; it had a cur-
tain on it. So when you went in to use
the bathroom, you pulled the curtain.

Now, they worked hard in that busi-
ness. So now Dicky Flatt has torn
down that building. He has built a Mor-
ton building, a metal building, and he
has a good size print shop and sta-
tionery shop. He sent his two sons to
Texas A&M. They have come back and
have gone into business with him. He
works every day. He gets in at 6 and
leaves about 8. He is there on Saturday
until 6 o’clock. Whether you see him at
the PTA, Boy Scouts, or the Pres-
byterian Church, try as he may, he
never gets that blue ink off the ends of
his fingers.

Now, Dicky Flatt may be rich, for all
I know. He doesn’t live like a rich guy.
When his brother died of cancer, he
took over his school supply business
with his wife. My basic point is that
Dicky Flatt and Linda, his wife, have
worked 6 days a week their whole lives.
They built up this business. Every
penny they put into it has been in
after-tax dollars. How can it be right to
force their two boys, who now work in
that business, to sell that business
when Dicky and his wife Linda die in
order to give the Government 55 per-
cent of it, in order to take the money
from Dicky Flatt and give it to people
who have been sitting on their fannies
in Mexia, not working on Saturday,
and in some cases, not working at all?
I am sure we are going to hear that
this is for rich people. | want to put a
human face on it.

When we revolted against King
George, he wasn’t doing things such as
the death tax. This is an outrage. This
is an assault on every value this coun-
try stands for, and | want to repeal it
and repeal it outright.

I want to index the capital gains tax.

That is the fourth provision of this
bill.

I want to say that from this day for-
ward, if you buy a house as an invest-
ment and the price doubles and you sell
the house for twice as much as you
paid for it, you haven’t made any
money, you simply kept up with infla-
tion. But under current tax law, you
have to pay the Federal Government a
capital gains tax on the doubling of
your house’s price even though that
new price will buy only the amount of
goods you could have bought with the
money for which you bought the house.
So the next thing we do is index the
capital gains tax for inflation.

Finally, we eliminate not the last
outrage in the Tax Code but it is a big
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outrage. If General Motors buys you
health insurance, it is tax deductible
for them, but if you buy it for yourself,
it is not tax deductible. We eliminate
that by saying that no matter who
buys health insurance in America, the
employer or the employee, a retiree or
a worker, a homemaker or someone
who is employed in the economy, that
health insurance is tax deductible.

It is a simple tax cut that you can
put on one piece of paper. If you pay
taxes, you are going to get a 10-percent
reduction in income taxes out of this
bill. It is easy to figure. If you pay
$1,000 in income taxes, you are going to
get $100. If you pay $10,000, you are
going to get $1,000. If that breaks your
heart, so be it. | think most people will
like it.

Second, we eliminate the marriage
penalty and we allow income splitting.
If you have one parent who stays at
home, you are able to divide the in-
come in half and have each of them
claim half that income that belongs to
them. This is endorsed by every family
group in America because it is the
right thing to do.

We repeal the death tax outright over
a 10-year period—no ifs, ands, or buts.
If you live 10 more years, under this
bill, and you build something with
after-tax dollars, it belongs to your
family forever.

That is simple arithmetic. 1 think we
can all understand it.

We index the capital gains tax so
that you never pay capital gains tax
again on inflation. This is a big issue
for every homeowner and for every in-
vestor in America.

Finally, we provide full deductibility
of health insurance. This is an equity
issue. It is something that ought to be
done.

This is a tax cut you can understand.
It represents what | believe is the vi-
sion of the party of which I am proud
to be a member. | hope my colleagues
will vote for this substitute. | believe it
represents a dramatic improvement
and simplification in the Tax Code.

I reserve the remainder of my time.

The PRESIDING OFFICER (Mr. AL-
LARD). Who yields time?

The Senator from Montana.

Mr. BAUCUS. Mr. President, | yield 1
minute to the Senator from California
and then 10 minutes to the Senator
from Wisconsin, off the bill.

The PRESIDING OFFICER. The Sen-
ator from Delaware controls the time
in opposition.

Mr. BAUCUS. The Senator from
Delaware delegated that to the Senator
from Montana.

The PRESIDING OFFICER. The
Chair thanks the Senator for that clar-
ification.

The Senator from California is recog-
nized.

Mrs. BOXER. Thank you, Mr. Presi-
dent. | thank Senator BAucus.

My colleague from Texas says the
Democrats hate investors and the
Democrats hate capitalism. As a
former stockbroker, | deeply resent his
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remarks. Maybe when the Senator
from Texas was a Democrat he hated
capitalism and he hated investors, but
the Democrats around here don’t. One
of the reasons we are not supporting
his amendment is that we think it is
bad for capitalism and we think it is
bad for investors.

I have to say that this amendment,
which reflects what the House did, is a
risky and radical amendment. It hurts
the middle class. He says he loves the
middle class. He talks about his
momma and Dicky Flatt. And | love to
hear him do it. But the bottom line is,
the result of his amendment will hurt
the very people he says he wants to
help because it is such an unfair tax
cut that would go to the very wealthi-
est and hurt the middle class and the
working poor.

I say to my friends who may be lis-
tening to this debate, the Senator from
Texas is a great debater but he was
wrong when he said the Clinton plan
would lead to economic disaster and he
is wrong today. 1 hope we will vote
down his amendment.

I yield my time.

The PRESIDING OFFICER. The Sen-
ator from Wisconsin.

Mr. FEINGOLD. Mr. President, |
thank the Senator from Montana.

Mr. President, | rise to offer some
comments on the reconciliation tax
measure we are considering.

First, let me note that we have come
a long way in the last seven years.

When 1 first came to the Senate, we
were facing an actual budget deficit of
$340 million.

That was the real figure—the figure
that did not use the Social Security
Trust Fund balances to mask the def-
icit.

Thanks in large part to the Presi-
dent’s deficit reduction package in
1993, and to a lesser extent the bipar-
tisan budget cuts of 1997, we are ap-
proaching a truly balanced budget.

I emphasize “approaching,”
President, for we are not there yet.

The budget projections of the Office
of Management and Budget, and of the
Congressional Budget Office, are just
that—projections.

We do not currently have a budget
surplus, not without including the So-
cial Security Trust Fund balances.

Mr. President, | do not mean to mini-
mize the wonderful budget turnabout
that has been achieved.

But we should not be building mas-
sive new commitments on a shaky
foundation of questionable budget as-
sumptions.

And that is just what we have.

The assumptions underlying the tax
measure we will debate depend on Con-
gress making cuts of $775 billion in real
spending over the next ten years com-
pared to current levels.

Let me note that this level of cuts
does not include any additional cuts
that might have to be made in order to
offset the cost of unanticipated emer-
gencies.

Let me repeat that, Mr. President.

Mr.
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The $775 billion in real spending cuts
over the next ten years does not in-
clude the spending we do to help the
victims of hurricanes, earthquakes,
tornadoes, floods, or any kind of inter-
national emergency.

But, for the moment, let us suppose
that there will be no hurricanes, or
earthquakes, or tornadoes, or floods in
the next ten years.

Let us suppose that there will be no
international emergencies that require
our assistance.

Will Congress find the political will
to cut spending by three-quarters of a
trillion dollars over the next ten years?

Mr. President, Congress has yet to
demonstrate it can stay even within
the current spending caps, let alone
find an additional three-quarters of a
trillion dollars in cuts.

Last fall, Congress passed an omni-
bus appropriations bill that busted the
current spending caps by more than $20
billion.

This past winter, even before we
passed a budget resolution, the Senate
passed another budget buster, S. 4, the
military pay and retirement measure,
which over the next ten years would
add another $62 billion in spending.

And just a few weeks ago, Congress
busted the spending caps yet again
with $15 billion in additional spending.

Mr. President, this is not a record of
fiscal discipline.

Nor is it the kind of record that
should give anyone confidence that the
budget assumptions underlying this
tax bill are sound ones.

Mr. President, the assumptions un-
derlying this tax bill are grounded not
in fiscal reality but in political expedi-
ency.

But, let us assume that somehow,
Congress was able to enact the three-
quarters of a trillion dollars in spend-
ing cuts.

And let us further assume, as we did
earlier, that there will be no hurri-
canes, or floods, or earthquakes, or
drought, or any other kind of natural
disaster for the next ten years.

And that there will be no more Bos-
nias or Kosovos or lIrags—no inter-
national emergencies of any kind for
the next ten years.

Even under all of these assumptions,
would this tax proposal be a sound one?

The answer is no, because even if
each and every one of those rosy sce-
narios comes true, this bill would use
over $75 billion in Social Security bal-
ances to pay for the tax breaks.

Mr. President, | strongly oppose
using Social Security to fund tax cuts;
that is why | voted against the 1997 tax
cut package.

We simply should not be using Social
Security balances—balances needed to
pay future benefits—to fund other gov-
ernment programs, or to pay for tax
cuts.

Of course, some may argue that even
more spending cuts will be found in
order to avoid the use of Social Secu-
rity balances—on the top of the three-
quarters of a trillion dollars in cuts as-
sumed in this measure.
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Mr. President, granting even this
still rosier scenario, would this tax
measure be fiscally responsible?

I regret that it would not, because
not only does this tax bill risk our cur-
rent budget, it puts future generations
at risk as well.

Mr. President, while the revenue im-
pact of any tax cut measure can be ex-
pected to grow over time, the policies
outlined in this measure explode.

Consider that while in the next ten
years, the cost of this proposal is an al-
ready whopping $800 billion—if those
tax policies are continued, the cost in
the second ten years will be a nearly
unbelievable $2 trillion.

If you add the additional interest
payments that will arise from debt
service, the total cost of the tax poli-
cies in this bill rise to over $3 trillion.

For those who may have forgotten,
let me remind my colleagues that it is
in that second ten years when the baby
boomer generation begins to retire and
put increased pressure on Social Secu-
rity, Medicare, and the long-term care
services provided under Medicaid.

If ever there were a time to be pru-
dent, now is the time.

As improved as the short-term budg-
et picture is, the longer-term budget
picture is little changed.

We still face serious problems in
Medicare, and as | noted, the baby
boomer generation will put enormous
pressure on that program, as well as on
the long-term care services, many of
which are provided through Medicaid.

There is also a consensus that we
should address the long-term fiscal
health of Social Security, and the
sooner the better.

And finally, Mr. President, we still
face a mountain of debt that was run
up during the 1980s and early 1990s be-
cause of the deficits that were run up
during that time.

In each of these areas, there is a
stark choice: we can act now to address
each of these areas; or, we can ignore
them, watch the problems get much
worse, and leave the work and cost of
reform to our children and grand-
children.

Mr. President, for me, that’s an easy
choice.

| do not want my children footing the
bill for the failure of past generations
to act responsible.

I want to support a tax cut, but not
one that jeopardizes the work we have
done to straighten out the current
budget and squanders the opportunity
to reduce our debt and put Social Secu-
rity, Medicare, and our long-term care
system on sound footing.

Mr. President, let me take a moment
to look at the make-up of the tax
measure itself.

One might expect that a tax cut of
$800 billion would provide the sort of
broad-based tax benefits that would be
politically attractive.

But given the amount of revenue
dedicated to this tax cut, the benefits
to the average taxpayer are surpris-
ingly small, and the overall package is
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heavily skewed to some of the wealthi-
est individuals and corporations in the
world.

As was noted by the tax watchdog
group Citizens for Tax Justice, the tax
bill gives three-quarters of its benefits
to the best-off fifth of all taxpayers.

By contrast, only 11 percent of the
tax bill’s benefits go to the bottom 60
percent of all taxpayers.

While the average tax reduction for
the wealthiest 1 percent of taxpayers—
those with incomes over $300,000—is
over $23,000 a year under this bill, those
with more average income do not do
quite as well.

The average tax cut for those who
are among the middle fifth of tax-
payers will be $279, or about $5 per
week.

For those in the bottom three-fifths
of all taxpayers, the average tax cut is
even smaller—about $140 per year, or
less than $3 per week.

Mr. President, under this $800 billion
tax bill, the majority of taxpayers will
have an average tax cut of $3 per week.

Maybe the proponents of this bill are
hoping most of America will use this
windfall to buy one of those overpriced
cups of coffee.

Well, Mr. President, thanks to this
tax bill, once a week, three-fifths of
America will now be able to go to one
of those fancy coffee shops and get a
frothy decaf cappuccino latte with
skim milk.

This tax bill is a bad tax policy any
way you brew it.

Mr. President, | recognize that some
may genuinely believe we should dedi-
cate about $800 billion to tax cuts over
the next ten years.

The tragedy is that even in that con-
text, the $800 billion was spent un-
wisely, because in addition to Social
Security, Medicare, long-term care,
and reducing our national debt, one of
our highest priorities should be signifi-
cant reform of our tax code.

It was just a few months ago that we
heard how critical fundamental tax re-
form was to our future.

Flat tax, consumption tax, a national
value-added tax—there were a number
of significant proposals that sought to
address the inefficiency of our current
Tax Code.

Simplification was the order of the
day, and let me add, Mr. President,
that while | did not support many of
those proposals, | think many of the
proponents of reform got it exactly
right.

Our Tax Code should be simplified.

We should reduce the number of spe-
cial interest tax breaks and use that
savings to lower the tax rates for ev-
eryone.

I participated in just that kind of ex-
ercise at the State level as chair of the
Taxation Committee in the Wisconsin
State Senate.

As we all know, there will be winners
and losers in a reform of our tax code,
and | can tell you from direct experi-
ence that the best time to enact tax re-
forms is when you have additional re-
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sources to help increase the number of
winners and decrease the number of
losers.

Mr. President, this tax bill and the
House version both squandered that op-
portunity as well.

We might have had a significant
start on real tax reform.

Instead, we got a grab bag of goodies
for special interests added to a tax code
already thick with complexity.

A recent article in the Washington
Post listed a number of the special in-
terest tax breaks in this bill and the
House version.

They include tax breaks for: multi-
national corporations, utility compa-
nies, railroad, oil and gas operators,
timber companies, the steel industry,
seaplane owners in Alaska, sawmills in
Maine, barge lines in Mississippi, Es-
kimo whaling captains, and Carolina
woodlot owners.

This bill is a dream come true for
business lobbyists.

The Post reported one lobbyist as
saying, ‘“‘If you’re a business lobbyist
and couldn’t get into this legislation,
you better turn in your six-shooter.”’

Mr. President, in the name of com-
plete disclosure, let me note that | un-
derstand the Democratic alternative,
which | may support, suffers from the
same problem, though to a much lesser
extent.

And it will come as no surprise to my
colleagues that | firmly believe this
kind of pandering to special interests is
a direct result of our campaign finance
system.

There’s ample evidence to that effect
right here in this bill.

The campaign finance system gives
wealthy interest an open invitation to
influence legislation in this body, and
in this bill it’s clear that special inter-
ests accepted that invitation in droves,
Mr. President.

For the benefit of my colleagues and
the public, I'd like to share just a few
examples of what these interests gave
in PAC and soft money, and what they
got in either this bill, the House tax
measure, or both.

I do this from time to time; it is
known as ““The Calling of the Bank-
roll.”

According to the Washington Post,
an umbrella organization called the
Coalition of Service Industries, a coali-
tion of banks and securities firms, won
a provision to extend for five years a
temporary tax deferral on income
those industries earn abroad. The value
of this tax deferral: $5 billion over ten
years.

So we know what Congress has given
the Coalition of Service Industries, but
what has the Coalition of Service In-
dustries given to candidates and the
political parties? During the 1997-1998
election cycle, coalition members gave
the following:

Ernst & Young—more than half a

million dollars in soft money, and
nearly $900,000 in PAC money.
CIGNA Corporation—more than

$335,000 in soft money, and more than
$210,000 in PAC money.
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American Express—more than
$275,000 in soft money and nearly
$175,000 in PAC money.

Deloitte and Touche—more than
$225,000 in soft money and more than
$710,000 in PAC money.

Of course, as | said Mr. President,
this is just a sampling of what Coali-
tion of Service Industries members
have given. 1I’d be up here a lot longer
if I had a document all the millions of
dollars these groups have given.

But it doesn’t stop there. These two
tax bills mean Christmas in July for
special interests, Mr. President, with
gifts for jut about every industry in
Santa’s bag.

The post reports the utility industry
got a provision affecting utility merg-
ers in the House measure, which, if it
survives, is worth more than $1 billion
to the utility industry. The provision
would excuse the payment of taxes on
the fund that utilities set up to cover
the costs of shutting down nuclear
power plants.

Utilities companies that operate nu-
clear power plans would be particularly
grateful to see this provision passed,
Mr. President.

Their depth of their gratitude would
be matched only by the size of their
campaign contributions during the last
election cycle, including:

Entergy Corporation, which gave
$228,000 in soft money and nearly
$250,000 in PAC money;

Commonwealth Edison, which gave
$110,000 in soft money and more than
$106,000 in PAC money;

And Florida Power and Light, which
gave nearly $300,000 in soft money and
more than $182,000 in PAC money.

As it does so many other issues, our
campaign finance system is preventing
real reform to our tax code, and those
who doubt that only need to look at
this bill.

Mr. President, the best thing we can
say about this tax bill is that it will
not be enacted into law.

The President will almost surely veto
it, and he will be right in doing so.

This bill is fiscally irresponsible.

It depends on budget suppositions
that are at best fanciful.

It uses Social Security balances to
pay for tax cuts.

It proposes a tax policy that no only
jeopardizes our current budget but our
future fiscal health.

It sticks our children and grand-
children with the cost of paying-off the
debt run up over the past two decades,
and leaves them the task of extending
the solvency of Social Security,
strengthening Medicare, and reforming
our long-term care system.

And it hands our special interest tax
breaks galore while providing little tax
relief to the vast majority of tax-
payers.

Mr. President, | will vote against this
bill, and urge my colleagues to do so as
well.

Mr. President, | yield the floor.

Mr. BAUCUS. Mr. President, | yield 5
minutes to my good friend from Dela-
ware, Senator ROTH.
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Mr. ROTH. Mr. President, Senator
GRAMM has provided Members with a
straightforward alternative to the bi-
partisan Finance Committee bill. |
compliment him on the clarity of his
approach, much of which | favor. Al-
though provisions of Senator GRAMM'’s
substitute have appeal for me, frankly,
I could not have used it as a basis for
the Finance Committee. His proposal
contains elements that would not gar-
ner a majority of committee members.

In addition, Senator GRAMM’s sub-
stitute, though popular with many in
the Senate Republican caucus, would
not pick up support on the other side of
the aisle. For that reason, his proposal
would not be a blueprint for tax cuts,
in the form of a signable bill, that we
can deliver to the American people
now.

Finally, although Senator GRAMM’s
amendment is simpler, it leaves out
many bipartisan tax measures that ad-
dress important tax issues. For in-
stance, education savings incentives
are deleted. This means parents who
want to save for a child’s college edu-
cation would be left out of the picture.
We’re talking about millions of parents
and students in every state.

Yet another example is the student
loan interest deduction. Under the Fi-
nance Committee bill, at least three
million graduates, bearing the burden
of college debt, would be allowed to de-
duct student loan interest on their tax
returns.

In my legislation | try to focus on
matters of need to the American fam-
ily. | provide incentives to promote
savings, pensions, IRAs. Many in re-
tirement depend not only on Social Se-
curity, which we will address, but also
on personal savings and pensions. My
bill addresses that. There is nothing to
correct the problems of AMT, the alter-
native minimum tax. Unfortunately,
thousands upon thousands of American
families will be hit by AMT and not
enjoy the full benefit of many pro-
grams such as the child tax credit.

Finally, nothing is done with respect
to charitable giving. We have proposals
that will promote and create incen-
tives.

For these and other reasons, | must
oppose Senator GRAMM’s well-inten-
tioned amendment.

I reserve the remainder of my time.

Mr. BAUCUS. Mr. President, | yield
myself such time as I might consume.

The Finance Committee has already
rejected this provision. The Finance
Committee deliberated this amend-
ment in committee, and, by a large
margin turned it down because it is ex-
cessive. It is irresponsible, in my judg-
ment. It is not the right thing to do. It
says we are going to take the entire
on-budget surplus. And because of the
tax cut plus the lost interest on the
debt, there is nothing left for Medicare,
discretionary spending or any other
programs which will be cut anyway by
a very large margin.

It is excessive, too, compared to the
bill passed by the committee because it
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is so backloaded. It is so top heavy. By
that, | mean the bulk of the cost of the
provisions are at the very end—®6, 7, or
8 years from now. No one can predict
the future of this country and what po-
sition we will be in 6 to 8 years from
now.

I was speaking to the CEO of a major
American company a few days ago, a
man we all know, a company we all
know very well. He told me they can’t
begin to plan for the future. They do
have 5-year plans but they know the 5-
year plans are not going to be accu-
rate. So they have to just do the best
they can on virtually a quarterly basis.
They have to go ahead in the areas
they think are the areas of the future,
but it is almost impossible to plan in
this modern era.

So | say, if we today were to lock in
provisions in the law which will hemor-
rhage this country’s budget surplus
based upon ephemeral, distant projec-
tions which are never accurate, that is
not responsible. That is not the right
thing to do. And that is what this
amendment does. That is why basi-
cally, fundamentally, without going
into all the details of it, why this does
not make sense. It has often been stat-
ed during this debate that the time
when the baby boomers begin to retire
is when these things really start to
kick in and the costs explode.

I think prudence is the watchword
here today. History sometimes is a
guide. Look at the 1980s. What hap-
pened in the 1980s? There was a huge
tax cut. Congress succumbed to the
siren song of supply side economics.
What was supply side economics sup-
posed to do? It was supposed to make
deep tax cuts, spend more on defense,
and guess what, folks, that is going to
cause the budget to be balanced. That
was what supply side economics was
supposed to do—advocated, by the pro-
ponents of this amendment. It was
going to balance the budget.

The theory is the trickle down the-
ory: Cut the taxes of the most wealthy,
they invest a lot more, it trickles down
and the economy starts humming and
it balances the budget. That was the
Laffer curve. Guess what, it did not
work. We kind of knew it was not going
to work, but it was such a temptation,
such a siren song to vote these huge
tax cuts, hoping, hoping, hoping that
what the proponents said would come
true. Guess what, it did not. It did not
come true at all.

The tax cut was passed in 1981. Then
what happened in 1982? This Congress,
a Republican Congress, and President
Reagan, had to change course. They
had to raise taxes. The Republican
Congress and Republican President
raised taxes in 1982. Then guess what.
This tax increase was not enough be-
cause the deficits were just so large.
The Republican Congress and Repub-
lican President had to raise taxes again
in 1984. They had to raise taxes more
because the deficit was so large. The
national debt in 1980 was roughly about



S9658

$1 trillion; 8 years later it was roughly
$3 trillion, maybe close to $4 trillion. It
tripled and quadrupled during that
time of the huge tax cuts. Then we had
to add more taxes back again in 1982
and 1984.

So, in many ways this is history re-
peating itself. Democrats in the Senate
support a tax cut. We support using a
third of the on-budget surplus to pay
for a tax cut. But we are just saying
don’t use all of the on-budget surplus
for tax cuts with virtually all going to
the most wealthy Americans.

Do you know what else is going on
here? | do believe the proponents of
this bill are so—not distrustful, but so
opposed to Government that they want
these huge tax cuts partly to force
down deeper cuts, way below the base-
line in spending. | think they want to
cut veterans’ benefits 30 percent; they
want to cut health education 20, 30 per-
cent; want to cut these programs. |
think there are really many on that
side who want to make these cuts.
They want to. As strange as that might
sound, they want to. That is another
reason for this huge tax cut because it
will force cuts in spending later on.

We have already cut spending. Dis-
cretionary spending has been cut so
much by this body over the last 10
years it is unbelievable. And the size of
government has gone down, with many
fewer federal employees than there
were years ago.

To sum it all up, we have seen this
provision in the Finance Committee.
The Finance Committee soundly re-
jected this amendment. | urge the Sen-
ate to also soundly reject this amend-
ment. It is not good policy.

| reserve the remainder of our time.

The PRESIDING OFFICER. The Sen-
ator from Texas.

Mr. GRAMM. Mr. President, | yield
10 minutes to the distinguished Sen-
ator from Tennessee.

The PRESIDING OFFICER. The Sen-
ator from Tennessee.

Mr. THOMPSON. Mr. President, |
think Senator GRAMM is bringing a
very important principle to the table,
one that we need to address: If we are
going to have a tax cut, what kind of
tax cut should we have? What is best
for the economy, and what is fair?

There was a consensus in this coun-
try, 10, 15 years ago, that we needed to
have a tax policy based upon a broader
base and lower rates. That is essen-
tially the tax bill that came out in
1986. We came down to two tax rates.
We had a 15-percent and a 28-percent
tax rate. There was a broader base,
where more people were paying taxes,
but lower rates.

In the 1990s, we have gotten away
from that. We have gotten away from
that principle and gone, instead, to-
ward what has been referred to as tar-
geted tax cuts. That its basically the
Government—we, the President—that
decide, on an individual basis, who de-
serves the tax break or tax cut in any
particular year. Usually it is based
upon how much clout they have, or
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some notions of fairness of a particular
congressional makeup at some par-
ticular time. So now we have wound up
with higher rates and a narrower base.
We now have five income tax rates in-
stead of the two we had back in 1986 in
addition to phaseouts. The Tax Code,
not only do we have additional rates, it
has become more progressive, even in
addition to those rates.

I do not think a lot of people are
aware of this. | think most Americans
think initially, basically, they can
look at tax rates and see what their
tax burden is. But then you look at all
the phaseouts that we have. Congress
has decided in its wisdom that people
of a certain income level do not de-
serve some of the deductions, exemp-
tions, and benefits that others deserve.

So we have a personal exemption
phaseout.
We have an itemized deduction

phaseout at basically the $124,000 level
for individuals. I am talking about in-
dividuals and not couples, in terms of
the dollar amounts | am using. The
personal exemption phaseout; itemized
deduction phaseout, limitation of only
being able to deduct that amount over
2 percent of itemized deductions; a 7.5
percent floor on medical deductions; a
10 percent adjusted gross income floor
on casualty deductions; a $500 child
credit that phases out at an income
level of $75,000; a dependent child credit
that begins to be phased out at an in-
come level of $10,000—if you make that
much it begins to be phased out; a de-
ductible IRA, $30,000; an education IRA,
$95,000; the HOPE credit, college credit,
begins to be phased out at $40,000 for an
individual. So we want to help you go
to college, we want to help your Kids
go to college—as long as you do not
have a job, basically is what that
amounts to.

We have a life-time learning credit of
$40,000; student loan interest deduc-
tions, at $40,000 it begins to be phased
out; education savings bond interest—
if you make $52,000 you begin to lose
that; elderly/disabled credit, $7,500;
adoption credit/exclusion, $75,000; DC
first time homebuyer—if you make
$75,000, you begin to have that phased
out as a taxpaying individual; rental
real estate losses; rehabilitation tax
credit—on and on and on.

In addition to continuing to raise the
tax rate—the highest one in 1986 was 28
percent and now it is up to 39.6 percent
plus the maximum—plus the limited
itemized deductions and phaseout of
personal exemptions, you wind up with
an effective rate of over 40 percent.
When you remove the cap on Medicare
tax, plus these phaseouts, you are look-
ing at, in some cases, close to an effec-
tive 45-percent tax rate, something like
that.

My only point is that, as we decide
how to go forward, we need to under-
stand that we have a progressive sys-
tem as far as our income Tax Code is
concerned, and that is the way it ought
to be. A lot of people believe it is that
way. But every time we have a tax cut,
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we cannot say let’s give everybody the
same dollar amount back in taxes re-
gardless of how much they paid in be-
cause we have a very progressive sys-
tem.

We have progressive tax rates up to
39.6 percent, with phaseouts so that if
you are making any money, if people
are working hard and making a pretty
good living, they begin to lose the de-
ductions and credits. That makes it
even more progressive.

We come along and say we are going
to give a tax cut now, and we say if the
other guy is paying twice as much in
taxes as | am, give him a tax cut. He
lost all these exemptions because he is
making good money. He is paying
twice as much in taxes. But we come
along with a tax cut and we say they
are going to both get the same amount
back? | do not think that makes much
sense.

Let’s say the economy was good and
we were able to have successive tax
cuts over a period of time and we gave
the same dollar amount back to every-
body regardless of how much they were
paying in taxes. We would have a nar-
rower and narrower base all the time
and fewer and fewer people paying any
taxes at all. We would continually be
taking people off the tax rolls. We al-
ready have 43 million people who do
not pay taxes.

As progressive as our Tax Code is, as
does the Senator from Texas, | make
no apologies for the proposition that
when it comes time for a tax cut, let’s
base the tax cut on how much people
are paying in.

We have to ask ourselves a funda-
mental question: Are we interested in
punishing folks who make a good living
or are we interested in collecting
money for the Federal Government to
pay legitimate Government expenses?
History shows every time we have had
a reduction in tax rates, we have more
money. Every time the Government re-
duces rates in any appreciable amount,
the Government winds up getting more
money.

In the 1920s, it was true. In the 1960s,
under President Kennedy, who said a
rising tide lifts all boats, it was true.
In the much maligned 1980s, which laid
the groundwork for the greatest eco-
nomic prosperity this world has ever
known, it was true.

Increased revenues in the twenties
was 61 percent over a 7-year period. In
the sixties, a revenue increase after in-
flation was about 33 percent. In the
eighties, after cutting the tax rates,
revenues increased 28 percent because
it reduced the incentive to hide in-
come, to shelter income, and to under-
report income.

Similarly, the share of the tax bur-
den paid by the rich rose dramatically
as the rates fell. By cutting rates, we
get more money out of the rich.

Do we want to be concerned about
how much somebody is making and try
to hold that down or do we want the
money for the Federal Government? I
thought the idea was to have a fair Tax
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Code but to raise the money for the le-
gitimate expenses of the Federal Gov-
ernment.

In the 1920s, they called rich $50,000. |
guess things have not changed that
much. But in 1921, the rich paid 44 per-
cent of the income tax. In 1928, after
the rate cut, they paid 78 percent of all
taxes. The gap was not quite as pro-
nounced later on, but in 1963 under
President Kennedy, at the time of the
cut, the rich were paying 11.6 percent
of all the taxes being paid. In 1966, they
were paying 15.1 percent. In the 1980s,
we were talking about the top 10
percent—

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. THOMPSON. | ask for another 3
minutes.

Mr. GRAMM. | yield the Senator an-
other 3 minutes.

The PRESIDING OFFICER. The Sen-
ator from Tennessee.

Mr. THOMPSON. In the 1980s—1981—
the rich were paying 48 percent of the
taxes. In 1988, they wound up paying 57
percent of the taxes. We do not get a
lot of credit taking up for the rich, but
our responsibility as public servants is
to look out for the country and have
policies that are going to get the most
money and not try to be too concerned
about who is going to get this share of
the economic pie: | am going to get
yours; you are not going to get mine.
Our concern should be with making
that economic pie better.

As far as an across-the-board cut is
concerned, every serious observer now-
adays thinks it is sound economic pol-
icy. Lawrence Lindsey, former Federal
Reserve Board member, George Shultz,
former Secretary of State, and even
the oft quoted Chairman Greenspan—
there may be some discussion as to
when he thinks a tax cut should come
about, but he says when it comes
about, it ought to be an across-the-
board rate reduction. This is sound eco-
nomic policy.

I know the prospects for this par-
ticular amendment, but all of this busi-
ness about soak the rich and unfair-
ness, we need to keep a little balance
and keep things in mind. If we want
more money, if we want to be fair—
first of all, we have to recognize we
have a very progressive system in this
country, so when it comes time for a
tax cut, let’s pay some attention to the
idea of across the board and not have
politicians deciding the detailed tar-
geted tax cuts for their favorite people,
but make it across the board. It is
more fair, and it will get more money
for the Federal Treasury. | yield the
floor.

The PRESIDING OFFICER. The Sen-
ator from Delaware.

Mr. ROTH. Mr. President, | yield my-
self such time as | may take off the
bill.

Mr. President, a number of my col-
leagues have attacked the Reagan tax
cut. With that | strongly disagree.

I have no argument with those who
want to bring up history in their at-
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tempt to argue against the need for
this tax relief package. But | do have
an argument when they attempt to
change facts and debunk what was—
and continues to be—a tremendous eco-
nomic legacy.

First, let me make it clear that cut-
ting taxes to keep the economy strong
did not begin with President Reagan—
nor is the idea isolated to one political
party or the other.

In the 1960s, President Kennedy ush-
ered America into economic expansion
with his own historic tax cuts.

In fact, in recalling our history it
might help us to remember President
Kennedy’s statement to the Economic
club of New York in December 1962. On
that occasion, he said:

Our true choice is not between tax reduc-
tion, on the one hand, and the avoidance of
large federal deficits on the other. It is in-
creasingly clear that...an economy hampered
by restrictive tax rates will never product
enough revenues to balance our budget just
as it will never produce enough jobs or
enough profits.

Second, the facts concerning Presi-
dent Reagan’s economic record are
very clear: everyone benefited from the
broad based 25 percent across-the-board
tax cuts signed into law by President
Reagan. The facts show that all income
groups saw their incomes rise during
the period of 1980 to 1989. The facts
show that during that period, the mean
average of real income rose by 15.2 per-
cent, compared to a 0.8 percent decline
from 1970 to 1980.

And what of record-setting deficits?
Did cutting taxes 25 percent across the
board deplete the Treasury revenues?
Absolutely not. Again, the records, the
facts show that Federal revenues actu-
ally exploded. As Americans grew in
wealth, Treasury revenues grew. Be-
tween 1981 and 1987, they grew 42 per-
cent.

The deficits remind my debunking
colleagues—were not created by cut-
ting taxes and stimulating economic
growth; they were the product of a
Congress that refused to hold the line
on spending. While revenues increased
42 percent, following those tax cuts,
spending increased by 50 percent.

And, my colleagues, that is unlikely
to happen after this tax relief package
becomes law, as Congress is largely
controlled by the same individuals
who—2 years ago—passed the first bal-
anced budget in a generation.

Mr. President, | yield the floor.

Mr. HOLLINGS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from South Carolina.

Mr. HOLLINGS. | yield the distin-
guished Senator from North Dakota 10
minutes off the bill.

Mr. DORGAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. DORGAN. Mr. President, what a
remarkable debate. At a time when so
many Americans think so much in pol-
itics is fuzzy and they can’t see much
of a difference between the two parties,
this is a bright-line test. There is a
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radical difference in terms of what we
stand for and what we fight for and
what we have passion to change. | want
to describe a little of that difference.

But first | want to go back to what
some would call ‘““the good old days.”
Let’s go back to the year just before we
passed, by one vote, the bill that in-
creased some taxes for a few people in
this country, cut some taxes for others,
cut some spending, and put this coun-
try back on track with an economic
plan that resulted in where we are
today.

In 1993 | voted for that package. We
did not get one vote from the other
side of the aisle—not one. It passed by
one vote in the House, one vote in the
Senate. We did not get one vote to help
us from the other side of the aisle.

In fact, some on the other side of the
aisle stood up and said: If you pass
this, this country is going into a de-
pression. If you pass this, it will ruin
the American economy. It will throw
people out of work. It will injure this
country. Well, we passed it anyway.

Do you remember those days? The
Federal deficit then was $290 billion
and growing. We had nearly 10 million
Americans out of work, looking for a
job. The Dow Jones Industrial Average
just barely reached 3,000. Inflation was
double what it was last year. There
were 97,000 business failures.

Then we passed a piece of legislation
that put this country back on track—
over the objections, | might add, of the
folks who bring——

Mr. REID. Will the Senator yield?

Mr. DORGAN. | am happy to yield.

Mr. REID. The Senator from North
Dakota—this is a question—indicated
that the Democrats did not receive a
single Republican vote in the 1993
budget; is that true?

Mr. DORGAN. That is correct.

Mr. REID. Does the Senator also re-
member some of the statements of
doom made?

Mr. DORGAN. | do, indeed.

Mr. REID. Do you remember this one
made by the author of this amendment:

I want to predict here tonight that if we
adopt this bill the American economy is
going to get weaker and not stronger, the
deficit four years from today will be higher
than it is today and not lower . . . when all
is said and done, people will pay more taxes,
the economy will create fewer jobs, Govern-
ment will spend more money, and the Amer-
ican people will be worse off.

Do you remember that statement?

Mr. DORGAN. Of course I remember
that. There were predictions of doom,
saying, if you pass this, you are going
to throw this country into a tailspin.

This is a country that had a $290 bil-
lion deficit, an anemic economy, with
10 million people out of work. This is a
country that desperately needed a
change in direction. We made it with-
out the help of one vote from the other
side.

Frankly, | thought a couple of the
folks you referenced were going to do a
half-gainer off the Capitol Dome, they
were so upset about us changing the
fiscal policy of this country. But we did
it.
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Guess what happened. Guess what
happened. This country’s economy has
seen robust economic growth. Seven
years later, we do not have a budget
deficit. No, we do not have a $290 bil-
lion, and growing, budget deficit. We
have a budget that is nearly in balance.
Economists are predicting surpluses for
the next 10 years—I might point out,
the same economists who predicted in
the early 1990s we would have a full
decade of sluggish, anemic growth in
this country.

I mentioned yesterday these are the
same economists who can’t remember
their home phone number or address
telling us what will happen 3, 5, and 10
years from now. We ought to be careful
about these predictions. We do not
have a budget surplus yet. The 10 years
of estimated $3 trillion surpluses do
not exist, and we have folks on the
floor who are breathless to try to deal
with them through tax cuts.

Mr. REID. Will the Senator yield for
another question?

Mr. DORGAN. | am happy to.

Mr. REID. | ask my friend from
South Carolina, who is managing this
bill, that whatever time | use asking
these questions be yielded off the bill
so the Senator does not lose his time.

Mr. HOLLINGS. Yes.

Mr. REID. | say to my friend, the
statement | read to the Senator just a
short time ago was given August 5 by
the author of this amendment that we
are now debating. A day later, on Au-
gust 6, do you remember this state-
ment? | quote:

I believe that this program is going to
make the economy weaker. | believe that
hundreds of thousands of people are going to
lose their jobs as a result of this program. |
believe that Bill Clinton is one of those peo-
ple.

The fact is, does the Senator from
North Dakota realize that there have
been 18 million jobs created in those 7
years? Hundreds of thousands losing
their jobs?

You do remember this statement,
don’t you?

Mr. DORGAN. Oh, | do. In fact, the
same people who made those pre-
dictions that were so wrong are now
telling us they have new predictions
and we should believe the new pre-
dictions.

Mr. REID. | say to my friend, do you
also understand that since this state-
ment was made we have had the lowest
inflation, the lowest unemployment, in
some 40 years? Does the Senator ac-
knowledge the fact that the deficits,
when these predictions were made,
which were about $300 billion a year,
are now down to nothing? Does the
Senator realize that?

Mr. DORGAN. The economy has per-
formed in a way no one expected. But
we knew that the direction this coun-
try was headed in was wrong—$290 bil-
lion in a year in deficits, and heading
up; more inflation, more people out of
work. And we proposed to change the
fiscal program for this country.

It took some guts to vote for it be-
cause it was not very popular. But I
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said to the folks | represent: Don’t
blame me for voting for that. Give me
credit for it because | stand behind this
program. We did what was necessary to
put an end to these Federal budget
deficits and to put this country’s econ-
omy back on track—over the objec-
tions of a lot of folks in this Chamber
who today are telling us they have a
new vision, a new idea.

We have heard their ideas. An old fel-
low in my hometown—a small town—
once told me: Never buy something
from somebody who is out of breath.

There has been an almost breathless
quality to the efforts by the majority
party, for 6 months, to get to the floor
as quickly as they could with their tax
cuts.

If this is a battle of the pie charts, I
say you win, we just give up. Here is a
pie chart. Let me just show you. Let us
just right at the start of this discussion
say: You win; this is your pie; if it is a
battle of the pie charts, you get the pie
award. Republican tax breaks: $23,344
for the top 1 percent of the income
earners. So you win the pie award.

Of course, these folks down here,
they pay taxes, too. They all go to
work. They pay payroll taxes. Eighty
percent of the people in this country
pay more in payroll taxes than income
taxes.

But you breathlessly run to the floor
of the Senate with a bill that says let’s
cut income taxes, because that allows
you to give a huge portion of this pie
to the largest income earners in this
country. In the meantime, there are
folks working today for the minimum
wage, $5, $6, $7 an hour, who pay a pay-
roll tax, a big tax, pay more in payroll
taxes than they do in income taxes.
Are they going to get a tax cut? No;
they don’t count because they ‘‘don’t
pay taxes.” They are not taxpayers ac-
cording to this strategy and this kind
of philosophy. That is what is wrong
with it.

Let me just run through a couple
charts.

One of my colleagues showed this
earlier this morning. | want to show it
again.

The bottom 60 percent of the income
earners, under this plan, will get $141
in tax breaks a year; the top 1 percent,
$23,344 a year. And people say: How
dare you tell us this benefits the rich.
How dare we? It happens to be the fact.

As | said, so much of politics is fuzzy.
But you do not need strong glasses to
see this chart. There is nothing fuzzy
about this. If you decide you do not
want to do this, then do not do it. It is
easy to amend your bill. If it is not
your intention to give the bulk of the
tax cut to the wealthiest Americans,
then do not do it. But do not complain
to us that we are calling attention to it
when you do it. If you do not stand be-
hind it, then change it.

My problem is this: | don’t under-
stand what conservatism means any-
more. | thought being conservative
would be to try to put this country at
a lower risk with respect to future op-
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portunities and its future economy.
Conservatism apparently means put
the country at higher risk. If you see a
glimmer of a prospect of an estimate
by an economist that there might be a
surplus, rush to the floor of the Senate
and propose a three-quarters-of-a-tril-
lion-dollar tax cut. Is that conserv-
ative?

It was a perfect symmetrical propo-
sition that, on the floor of the Senate
yesterday, the first vote was to waive
points of order that would exist against
their bill, waive points of order for a
conference report that has not yet been
written, for a conference that has not
been held. That was, in my judgment,
in perfect symmetry to the proposition
they bring to the floor to provide tax
cuts, paid for with surpluses that don’t
yet exist. What perfect symmetry. But
how perfectly awful as public policy to
do that and put the country at this
risk.

We have some choices. The choice is
that we have good economic times in
the future. Let us all hope and pray we
do because that is good for this coun-
try. More people are working. Fewer
people are on welfare. The country is
growing, less inflation. It is a wonder-
ful opportunity we have in this coun-
try. But the same people who opposed
the fiscal policy that got us here have
decided they want to create a new fis-
cal policy and a new strategy that puts
all of that at risk. They know we are
heading towards a serious problem.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. DORGAN. | ask for an additional
5 minutes.

Mr. HOLLINGS. An additional 5 min-
utes.

Mr. DORGAN. We are heading toward
a demographic time bomb in both So-
cial Security and Medicare. The ques-
tion is, If these surpluses exist, what
shall we do with them; reduce the Fed-
eral debt? That has gone from $1 tril-
lion to $5.7 trillion in two decades. Re-
duce the Federal debt? The answer of
the Republicans is no. How about ex-
tend the solvency of Social Security
because we know we face this problem.
Older people living longer; fewer people
working to support them. Extend the
solvency of Social Security? No. How
about extending the solvency of Medi-
care? No.

The only answer coming from that
side of the aisle is take three-quarters
of a trillion dollars, package it up, put
a huge bow around it, and then bring it
to the floor of the Senate, and then
complain about a pie chart that shows
they have cut out the biggest piece for
the wealthiest Americans.

Mr. DURBIN. Will the Senator yield
for a question?

Mr. DORGAN. I will.

Mr. DURBIN. | suggested that the
amendment being offered by the Sen-
ator from Texas, which as | understand
it, is the House version of the tax cut,
is even worse than the Senate version
when it comes to helping working fam-
ilies, and frankly, | think, gives the
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word ‘‘conservative’ a bad name. | ask
the Senator if he would consider the
following:

In this Nation where we revere free
speech, we basically let people say
what they want to say. Some people
have gone so far as to suggest that to-
morrow will be the end of the world.
Well, when tomorrow comes and goes
and the world doesn’t end, most of
those people shrink away.

The people who are offering this
amendment, in 1993, said the Clinton
plan for deficit reduction was the end
of the economic world for America. We
would see deficits as far as the eye
could see. We would have unemploy-
ment, high inflation, the economy was
in terrible shape. As a result, not a sin-
gle Republican would vote for the Clin-
ton plan.

| ask the Senator, did the world end,
as Senator GRAMM and others sug-
gested, with this Clinton plan? The
same group is suggesting to us today
that Alan Greenspan is wrong, Bill
Clinton is wrong again, and that we
have to pass this tax break for wealthy
people which will endanger our econ-
omy.

Mr. DORGAN. Well, the Senator
knows the economy not only did not
collapse and crash and go into a depres-
sion as a result of our new fiscal policy;
the economy blossomed and grew and
everything changed. The deficits were
gone. The deficits were at $290 billion
and growing. We changed the fiscal pol-
icy.

A number of our friends stood up and
said: You do this and you are going to
collapse this country’s economy. In
fact, the fellow who has offered this
amendment is an economist, taught ec-
onomics. | taught economics in college.
I have been able to overcome that and
lead a reasonably productive life, but
economists can argue forever about all
these things.

The question is whether we are going
to put the country at risk by moving
away from a fiscal policy that we know
works and taking three-quarters of a
trillion dollars from surpluses that do
not yet exist and giving big tax breaks.

This amendment is the House tax
bill. I want to read for the author
something he probably heard me read
yesterday.

Mr. GRAMM. Will the Senator yield
to correct a factual error? First of all,
there is nothing wrong with the House
tax bill.

Mr. DORGAN. | will yield.

Mr. GRAMM. This amendment is sub-
stantially more focused than the House
tax bill.

The PRESIDING OFFICER. Does the
Senator yield?

Mr. DORGAN. | did yield, and he
made his point. Reclaiming my time,
my understanding was it was described
as the House tax bill. If you have made
a couple of grammatical changes to
that, so be it. Let me make the case,
with regard to the House tax bill and,
similarly, the Senate bill, Kevin Phil-
lips, a Republican columnist, said the
following:
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We can fairly well call the House legisla-
tion the most outrageous tax package in the
last 50 years. It is worse than the 1981 ex-
cesses. You have to go back to 1948.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. HOLLINGS. Two additional min-
utes.

Mr. DORGAN. The point I am mak-
ing is this: This is not a Democrat
talking. This is a Republican saying
this. We all know what is in this legis-
lation. This legislation is a piece of
legislation that does what is always
done by the same suspects that bring
this to the floor. They are always shad-
ing, not just shading, they are gal-
loping towards the highest end of the
income ladder to provide very signifi-
cant cuts. The folks on the lowest rung
of the ladder, they pay payroll taxes
and they are told they don’t count. So
the lowest 20 percent are going to get a
$22 tax break; the top 1 percent, $23,300.

So the question is, when you stand up
and say that is unfair, what is unfair?
That we are telling people what is in
your bill? Is that unfair? Do you want
to change the bill? Do you deny this?
Do you want to change the bill? Offer
an amendment, | will support the
amendment to change the bill, but
don’t say it is unfair when we tell peo-
ple what the tax cut is going to be—$22
for the lowest 20 percent of the Amer-
ican people, and the $23,300 for the top
1 percent—because you have decided
that people who pay payroll taxes don’t
count as taxpayers and you don’t in-
tend to give them any help. It is the
folks at the upper end of the income
ladder who are going to get huge tax
breaks from the income tax system.

Mr. DURBIN. If the Senator will
yield for a question, perhaps Bill Gates
and Donald Trump do need a tax break.
Maybe the Senator from Texas believes
that is a good reason to pass the bill.

The PRESIDING OFFICER. The Sen-
ator’s 2 minutes have expired.

Mr. DURBIN. | ask that the Senator
be given 3 additional minutes.

Mr. HOLLINGS. Three additional
minutes.

Mr. DURBIN. | ask the Senator from
North Dakota: Is it true or not true
that in the last 2 weeks Alan Green-
span, Chairman of the Federal Reserve
Board, has testified before Congress
several different times warning us that
this kind of tax proposal that is com-
ing from the Republican side could
jeopardize the economic expansion? Is
it not true that it is within the power
of the Federal Reserve Board, by their
monetary policy, to raise interest rates
if they see indications of inflation, and
by raising these interests rates, put an
additional economic burden on families
who are paying for their mortgages,
family farmers who are trying to stay
in business, and small businesses alike?
Is it not true that if we see inflation
come on the scene and interest rates go
up, that a $22 tax break for working
families will disappear in a heartbeat?

Mr. DORGAN. Well, that is the case.

I submit this: In a quiet moment, in
a secluded corner, in a private con-
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versation, most Members of the Senate
who are supporting this three-quarters-
of-a-trillion-dollar tax cut would admit
that a better approach for this country
and its future and certainly its chil-
dren would be to use anticipated sur-
pluses, first, to begin to pay down the
Federal debt. If during tough times you
run up the debt from $1 trillion to $5.7
trillion and then in good times you
say, but we can’t pay down the debt,
there is something fundamentally
flawed about that strategy.

I think if you take all the politics
and fuzz out of this and get in a quiet
corner, those who are really conserv-
ative and have conservative values
about these issues as embodied in the
fiscal plan we passed in 1993, | think
they would admit that we ought to
take some of this surplus and reduce
Federal indebtedness. | think they
would also admit there is not an inten-
tion to kick 100,000 kids off of Head
Start or to decimate the education pro-
gram. Yet that is where we are headed,
on auto pilot, because this surplus is
garnered by those who want to package
it up in a tax cut that predominantly
benefits the upper-income folks.

We ought to do the right thing. The
right thing, it seems to me, for our
children’s sake, is to tell them we are
going to begin using some of this to re-
duce Federal indebtedness, and for our
children’s sake, that we are going to
use some of this to extend the solvency
of Medicare and Social Security, two
programs that have made this country
a much better place in which to live for
millions and millions of Americans. We
ought to do that. All of us know we
ought to do it. Regrettably, we are on
the floor in a perverted process. Rec-
onciliation was never intended for this
process—never.

Yet, we are here because it muzzles
us up with a 20-hour debate and does
not allow a full debate about fiscal pol-
icy and tax cuts. And | say to those on
the other side, you will get your bill
and have your votes and you will pass
a bill. But, in my judgment, you will
put this country at risk because you
are spending, through tax cuts, sur-
pluses that do not yet exist, just as
yesterday you wanted to waive points
of order on a conference report that
had not yet been drafted.

| yield the floor.

The PRESIDING OFFICER. The time
yielded to the Senator has expired.

Mr. GRAMM. Mr. President, | want
to take a little time off the bill to an-
swer all this stuff, but first I want to
give Senator GRAMS an opportunity to
speak for 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from Minnesota is recognized.

Does the Senator from Delaware
yield time off the bill?

Mr. ROTH. The Senator from Texas—

Mr. GRAMM. | am yielding time off
the amendment. | will ask for time off
the bill to answer the points that have
been raised.

The PRESIDING OFFICER. The Sen-
ator from Minnesota is recognized.
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Mr. GRAMS. Mr. President, | ask if |
may be recognized for up to 10 minutes.

The PRESIDING OFFICER. Is there
objection?

Does the Senator yield 10 minutes?

Mr. GRAMM. Five minutes is all the
time | have. | am sorry.

Mr. GRAMS. Mr. President, | rise to
support the tax relief plan offered by
Senator PHIL GRAMM. But | also want
to talk a little bit about what we heard
from our Democratic friends and col-
leagues on the other side.

Make no mistake about it, the sur-
plus dollars out there are going to be
spent. The question is, Who is going to
spend it? Are we going to allow it to be
returned to the hard-working families
and Americans and allow them to
spend it, or are we going to let Wash-
ington spend it? To some, it seems that
if the taxpayers spend it, it will jeop-
ardize the economy, but if we trust the
President and trust Washington, the
money will be spent correctly.

Also, | heard them talk about 1993
and what a great turnaround in fiscal
policy for this country it was, and that
it was due to their efforts that turned
this economy around. The CBO finds
the increased revenues were propelled
by personal income tax increases, and
it cites four reasons for this unex-
pected revenue: First, the rapid growth
of taxable income, which raised the tax
base for personal income receipts; sec-
ond, adjusted gross income, which has
grown even more rapidly than taxable
personal income, mainly through the
realization of capital gains—the cap-
ital gains tax increased by 150 percent
between 1993 and 1997, which is a third
of the growth of the tax liability rel-
ative to the GDP—third, raising taxes
paid on pensions and IRA retirement
income; fourth, and most important, is
the increase in the effective tax rate.
That is people making a little more
money, inflation pushing them into the
higher brackets, and now not paying 15
percent but 28, 31 percent or higher.

By the way, this is also what CBO
said. It points out that the revenue
windfall did not result from legislative
policy changes, which my Democratic
friends have claimed. In other words,
the CBO says the legislative initiatives
taken by the President and the Demo-
crats did not generate this surplus;
what generated this surplus was the in-
vestment in the economy by busi-
nesses, through the Reagan era of tax
relief bills, and also by the high pro-
ductivity, work, and effort of the
American people. It wasn’t by what
Washington did; it was in spite of what
Washington did that led to this.

So, clearly, all four reasons that we
have a surplus are the result of the pro-
ductivity of working men and women
and businesses in this country.

Before | run out of time, I want to
show you this chart. This depicts what
is going to happen to the surplus. This
is excess money that taxpayers have
sent to Washington. Here is what |
have often said. Here we have the man
saying, “l found someone’s wallet, and
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I want to do the right thing, so | plan
to spend the money carefully.”

That is what our Democratic col-
leagues and the President want to do.
When they find the money on the
street, instead of giving it back to the
people it belongs to, they are going to
spend it carefully for you.

Again, this debate is not over any-
thing except who is going to spend the
money. As the Senator from North Da-
kota said, it is a clear, bright line. The
line is: Do we want Washington to
spend your surplus tax money, or do we
want to return it to you and allow you
to spend it on your priorities?

Thank you, Mr. President. | yield the
floor.

Mr. GRAMM. Mr. President, | ask
our distinguished chairman to yield me
5 minutes off the bill.

Mr. ROTH. 1 yield 5 minutes off the
bill to the Senator from Texas.

Mr. GRAMM. Mr. President, in Ron-
ald Reagan’s own words, | want to take
our Democrat colleagues down memory
lane. They have such fond memories of
what President Clinton has done, and |
would like to tell the rest of the story.
It is true that Bill Clinton was elected
President. It is true that he came to
Washington and proposed the largest
tax increase in American history. It is
true that not one Republican voted for
that tax increase. It is true that it
passed by one vote. It is true that the
largest tax increase in American his-
tory now bears heavily on working
Americans.

Everything else they said is not true.
Let me try to explain why. They quote
people saying harsh things about the
Clinton program. Let me tell you the
rest of the program. The rest of the
program was a massive stimulus pro-
gram where the Clinton administration
proposed spending $17 billion, in 1993
alone, on everything from ice skating
rink warming huts in Connecticut to
alpine slides in Puerto Rico. | had
harsh things to say about it, and I am
proud of that. | am very proud that Re-
publicans, who were in the minority,
killed that bill with a filibuster.

Bill Clinton didn’t just propose the
largest tax increase in American his-
tory, he proposed having Government
take over and run the health care sys-
tem, collectivizing American medicine,
forcing everybody into a Government-
run health care collective, which was a
giant HMO run by the Government. It
would have meant Government taking
over one-eighth of the American econ-
omy. | said it would be a disaster. I am
proud that | helped lead the effort to
Kill it, and I am proud that it is dead
where it belongs. That is the Clinton
program. The point is, we were able to
defeat every part of it, except the tax
increase.

Now, when the Republican majority
showed up in Washington, DC, in Janu-
ary of 1995, they received this budget
from President Clinton. On page 2 of
this budget, President Clinton outlines
what his budget was. It had a deficit
for fiscal year 1995 of $192 billion, and
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then the next year $196 billion, $213 bil-
lion, $196 billion, $197 billion, and $194
billion. That was the Clinton budget.

But we elected a Republican majority
in Congress. What happened? With that
Republican majority in Congress, we
were not able to pass every bit of our
Contract With America, but we re-
formed welfare, we cut spending, we
stopped the runaway spending freight
train of Bill Clinton. And under a Re-
publican majority, while Clinton’s defi-
cits looked like this, the real deficit
started to fall and turn into a surplus
which is indicated on the chart.

The question is, Who led, who fol-
lowed, and who got out of the way? |
believe that the Republican Congress
led, the Democrats in Congress fol-
lowed, and Bill Clinton got out of the
way.

So if we are going to tell the history
of what happened in the Clinton era,
let’s not just remember his tax in-
crease, let’s remember his stimulus
package, which we killed. The Demo-
crat majority could not get 60 votes,
and it died. Clinton was heartbroken,
but it died. And we defeated the Clin-
ton health care bill. It would have
taken over one-eighth of the American
economy, and Americans were soO
shocked at the Clinton program that
they elected the first Republican ma-
jority since the 1950s.

When we took over, things changed.
With the same old Bill Clinton who was
here in 1995, when the deficit was $200
billion, what changed was the Repub-
lican majority.

I just say to the American people,
give us a Republican President, and we
will again control spending, and we
will let working people have more of
what they earn.

Mr. President, | yield Senator HAGEL
5 minutes off the amendment.

The PRESIDING OFFICER. The Sen-
ator from Nebraska is recognized.

Mr. HAGEL. Mr. President, thank
you.

I first want to add my thanks to the
chairman of the Finance Committee,
Senator ROTH, for the leadership he has
brought to the floor on such an impor-
tant issue on a very substantive vehi-
cle that we are using now to really
make some decisions on behalf of the
American public.

I have heard this morning that this is
an issue about priorities. Surely it is.
This is about priorities. This will fur-
ther be about priorities as we debate
this issue throughout the day, and ac-
tually throughout this year and into
next year, because the priorities are
about whose money it is. It is not my
money. It is not Senator GRAMM’S
money. It is not President Clinton’s
money. It is the taxpayers’ money. We
tend to allow that to slip aside here
when we are engaged in this theo-
retical debate.

Second, we all have to appreciate
that we live in the mythical kingdom
around here. The political kingdom
says that all the clouds and all the
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goodness will reside here in the knowl-
edge and the fountain of wisdom com-
ing forth from Washington. We are see-
ing a great dynamic of that given when
we are trying to take the people’s
money and then tell them how we will
spend it and give it back to them be-
cause we are benevolent Senators; we
are benevolent representatives of the
people; we can figure it out better.

If there is a sense of arrogance in
this, | think you are right if you sense
that, that the Congress is going to de-
cide who gets what; we are going to
make that decision. So we are going to
target all of these pieces of the pie be-
cause we can decide better for the
American people how they should
spend their money, if we decide to give
them back some of their money.

I have also heard some interesting
conversations this morning about pro-
jections. As a matter of fact, |1 used to
have a real job, and in that real job I
was a businessman. | had to deal with
projections because | had to put to-
gether budgets. Those budgets had to
direct research and development. Those
budgets had to direct investment, cap-
ital, and what we were doing for the
long term. Yes, they are imperfect.
Ten-year budgets are slippery, and
they are dangerous. But the fact is, we
must base a budget upon something.
That budget must be based upon a rel-
evant series of assumptions. So that is
a given, and we have to deal with that.

After we get through that, then we
have to make some tough decisions.
That is what we are going through
today. | believe this bill that we have
brought to the floor this morning does
that. | think it does it first in a very
responsible way. It does it in a way
that allows 75 cents of every surplus
dollar to go back into debt reduction
projects—Social Security, Medicare,
important Government programs such
as defense. The first real obligation of
responsibility of the Federal Govern-
ment is national security—veterans
programs, education, medical research,
and health care. That money is there.

We are talking about a $3 trillion
budget surplus—both on the budget and
off the budget, meaning in Social Secu-
rity and out of Social Security—$3 tril-
lion over the next 10 years. | don’t
know if that is going to materialize,
but one of the things we know is that
we have to make some tough decisions
based upon what we know and what we
project. This bill does it very respon-
sibly. It does it in a way that addresses
those needs of our Republic and what
we have committed to the American
public.

My goodness, to say that giving 25
percent of that back to the American
public in a tax cut is somehow irre-
sponsible is well beyond my calcula-
tions.

Senator MAcK was on the floor yes-
terday. | want to repeat a couple of
points he made. One, he said, for exam-
ple, how can a $4 billion net tax cut for
fiscal year 2000 overstimulate demands
in a trillion-dollar economy? Of course,
as of now, this bill phases in those tax
cuts over a series of 10 years.
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Senator MACK said yesterday, and as
my colleague again reminded us, he
asked rhetorically, “Would a $39 billion
tax cut in the year 2002 overheat the
economy when this is only .004 percent
of the total projected GDP?”’

I think you get the message.

We are engaged once again in this
mythical kingdom of fantasy. The fact
is, this money is the taxpayers’ money.
The fact is, this is a responsible direc-
tion of those resources that surely, if
they are allowed to stay here in Wash-
ington, will be spent.

The President has given us ample op-
portunity to look over that very gen-
erous menu he has presented to us with
all of his new spending.

Mr. President, | strongly support this
amendment.

I yield my time.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. MOYNIHAN. Mr. President, |
think our distinguished friend and col-
league, Senator HOLLINGS, is next.

The PRESIDING OFFICER. The Sen-
ator from South Carolina.

Mr. HOLLINGS. | thank the Senator.

Mr. President, on behalf of myself
and the distinguished Senator from
Connecticut, Senator LIEBERMAN, |
send a motion to the desk in accord-
ance with the rule, by 2 o’clock, that
they be filed and we intend to make
later today.

The PRESIDING OFFICER. The Sen-
ator is recognized.

Mr. HOLLINGS.
guished Chair.

Let me just say quickly to clear the
Record that the Senator from Texas
was talking about what the Repub-
licans have done for the economy.

I can tell you what they have done
for the economy. They came in 1995,
and for 1996 they worked, of course, on
the budget. They immediately in-
creased spending for the next year of
$148 billion. They increased spending,
and the budget went up another $50 bil-
lion. This year, of course, it is another
$50 billion, and they have added. The
track record will show that they have
added $661 billion to the national debt.

But what did President Clinton do in
1993? And we did not have the largest
tax increase. That was under Senator
Dole. | will show the articles analyzing
both.

But | readily acknowledge that |
voted and supported and worked like a
tiger to get the Deficit Reduction Act
of 1993 passed, which prevailed by one
vote. Yes, we did cut spending, we did
downsize over 300,000 Federal jobs. But
more than anything else, yes, we raised
taxes.

The Senator from Texas, when we
raised the taxes on Social Security,
was adamantly opposed to that, and he
said—I will use his expression—you in-
crease taxes on Social Security and
they will hunt you Democrats down in
the streets and shoot you like dogs.

The Senator from South Carolina
never forgot that expression. That is
how tough we had it. They were going
to hunt us down.

Of course, the chairman of the Fi-
nance Committee at that time, Senator

I thank the distin-
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Packwood, said, ““I will give you my
home if this thing works.”” The chair-
man of the House Budget Committee,
Mr. KAsicH, said, “‘I will change parties
and become a Democrat if this thing
works.”” And it is working.

That is a tremendous frustration I
have because it is working. We have
the lowest unemployment, the lowest
inflation, and the economy is moving
along. Mr. Greenspan, not just on yes-
terday but earlier in the year, in Feb-
ruary, said stay the course.

My usually responsible Republican
friends—I come from a Republican
State, unfortunately—have given us
what was called outrageous on Monday
by the best of the best conservatives,
Kevin Phillips—I ask unanimous con-
sent that this be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

COMMENTARY BY KEVIN PHILLIPS ON NATIONAL
PuBLIC RADIO’S MORNING EDITION, MONDAY,
JuLY 26, 1999

Bob Edwards: The Republican party last
week had its tax reduction proposal passed
by the House of Representatives. Commen-
tator Kevin Phillips says it’s the most un-
sound fiscal legislation of the last half cen-
tury:

Kevin Phillips: Tax bills often deal with Pie
in the Sky. The mind boggling ten-year cuts
passed late last week by the House of Rep-
resentatives however deserve a new term:
Pie in the Stratosphere. That’s because the
cuts are predicated on federal budget sur-
pluses so far out, six, eight or ten years, that
it would take an astrologer, not an econo-
mist to predict federal revenues. The most
publicized provision, phased in ten-percent
across the board reductions in federal in-
come tax rates, looks excessive. But these at
least stand to be delayed by a legislative
trigger, if surpluses and debt-reduction don’t
occur as assumed. Not so for the truly venal,
smaller provisions. Ones too complicated to
be explained in 40 seconds on the TV news
shows. Democrats are certainly correct
about the imbalance of benefits by income
group. Treasury figures show that the top 1%
of families, just 1%, would get 33% of the
dollar cuts, the bottom 60% of families get a
mere 7%. Conservatives reply that the tax
cuts are simply going to the people who pay
the taxes and have the incomes. That’s part-
ly true. The top 1% of families have about
13% of the nation’s income but that’s under
an official definition that excludes capital
gains. If you include capital gains in house-
hold income, the top 1% may indeed have
some 20% to 30% of the national total these
days. Which gets us to the real guts of this
bill: Two low profile, but high favoritism
provisions. First, reduction of the top federal
capital gains tax rate from 20% to 15% and,
second, the phasing out of the federal gift
and inheritance taxes. Both changes would
concentrate a huge portion of their benefits
in the top 1%.

The top 1% of American taxpayers re-
ported about 60% of the taxable capital gains
dollar values several years back. To reduce
their capital gains rate from today’s 20% to
15% is unnecessary in terms of investment
stimulus. All of the bull markets of the last
50 years have occurred when the top cap
gains rate is in the 20 to 28% range. The bills
special interest provisions phasing out the
Federal estate and gift taxes over the next
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decade could be even more costly. Demog-
raphers say life expectancies ending in the
years 2000 to 2010 will send a tidal wave of es-
tates through the inheritance processes. The
top 1% of families have the great dollar bulk
of what are now taxable estates and if these
are not substantially taxed, wealth and posi-
tion in America will be more and more in-
herited, not earned.

We can fairly call the House legislation the
most outrageous tax package in the last 50
years. It’s worse than the 1981 excesses, you
have to go back to 1948, when the Republican
80th Congress sent a kindred bill to Presi-
dent Harry Truman. Truman vetoed it, call-
ing the Republicans bloodsuckers, with of-
fices in Wall Street. Not only did he win re-
election, but the Democrats recaptured Con-
gress. We’ll see if Bill Clinton and Albert
Gore have anything resembling Truman’s
guts.

Mr. HOLLINGS. Mr. President, one
sentence of his commentary: ‘“We can
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fairly call the House legislation the
most outrageous tax package in the
last 50 years.”

That is why | come to the floor to
speak. | agree with Mr. Phillips. This
tax bill turns everything on its back-
side when we have a good going econ-
omy, and the Republicans come in
with, of all things, a tax cut. How
come? | will tell Members exactly. |
can’t find out what was first, the
chicken or the egg, but OMB got into
this blooming 2000 election, and CBO
has a Republican—not any Alice Rivlin
or Bob Reischauer, but they have a Re-
publican fix—Mr. Crippen over at CBO.
I have been working on this budget
since we passed it back in 1973.

Both CBO and OMB started finding
money. How we could as a party put in
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tax cuts and have the real issue for the
election 2000.

This is very interesting. You don’t
find the word *‘‘unified, unified, uni-
fied.”” That is all | have heard for the
last 20 years—unified. It is not a uni-
fied budget. It is an outright budget
surplus. That is what the CBO called it.
It is not a budget surplus at all. The
fact is, and | will quote the figures, the
debt goes up each year for the next 5
years.

I ask unanimous consent to have
printed in the ReECORD from the CBO re-
port on page 19.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

TABLE 10.—CBO BASELINE PROJECTIONS OF INTEREST COSTS AND FEDERAL DEBT (BY FISCAL YEAR)

Actual

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
NET INTEREST OUTLAYS (BILLIONS OF DOLLARS)
Interest on Public Debt (Gross interest) ! 364 356 358 358 350 345 342 338 333 328 323 316
Interest Received by Trust Funds:
Social Security —47 —53 —59 —67 —74 —82 -91 -100 -110 -121 —132 144
Other trust funds?2 —67 —68 -70 -3 —74 —76 =79 —-81 -84 —87 -89 -9
Subtotal -114 -120 -129 —140 -—148 —-159 —170 —182 —194 —208 —222 —236
Other interest3 - - - -7 -7 -7 -8 -8 -8 -8 -8 -9
Total 243 229 222 212 194 179 164 148 131 112 92 81
FEDERAL DEBT AT THE END OF THE YEAR (BILLIONS OF DOLLARS)
Gross Federal Debt 5479 5,582 5,664 5721 5737 5,760 5770 5770 5,732 5,675 5,600 5,500
Debt Held by Government Accounts:
Social Security 730 856 1003 1157 1321 1493 1675 1869 2075 2292 2520 2,755
Other accounts 2 1,029 1,207 1,188 1267 1350 1431 1510 1589 1666 1743 1813 1880
Subtotal 1759 1,963 2190 2425 2670 2925 3185 3458 3741 4035 4333 4635
Debt Held by the Public 3720 3618 3473 3297 3066 2835 2584 2312 1992 1640 1267 865
Debt Subject to Limit#4 5,439 5,543 5,626 5,684 5,700 5,724 5734 5,736 5,699 5,643 5,568 5,469
FEDERAL DEBT AS A PERCENTAGE OF GROSS DOMESTIC PRODUCT
Debt Held by the Public 443 409 375 342 30.5 27.1 237 20.3 16.8 13.2 9.8 6.4

LExcludes interest costs of debt issued by agencies other than the Treasury (primarily the Tennessee Valley Authority).
2Mainly Civil Service Retirement, Military Retirement, Medicare, unemployment insurance, and the Airport and Airway Trust Fund.

3Mainly interest on loans to the public.

4Differs from the gross federal debt primarily because most debt issued by agencies other than the Treasury is excluded from the debt limit. The current debt limit is $5,950 billion.

Source: Congressional Budget Office.

Note: Projections of interest and debt assume that discretionary spending will equal the statutory caps on such spending through 2002 and will grow at the rate of inflation thereafter.

Mr. HOLLINGS. Gross Federal debt,
on page 19: In the year 1999, $5.582 tril-
lion; it goes to $5.664 trillion; 2001,
$5.721 trillion; 2002, $5.737 trillion; 2003,
$5.760 trillion; 2004, $5.770 trillion.

Up, up, and away. Deficits, not sur-
pluses; deficits—the Congressional
Budget Office says—as far as the eye
can see.

The Republicans were going to take
the $1.9 trillion of Social Security. We
have to not get into Social Security.
We have to find $1 trillion for the tax
cut about which we have been talking.
So they said we have another $1 tril-
lion. How do we do it? They said—at
least the Republicans, and | will limit
my comment to that because that is
what they have in this particular
amendment—they said: Let’s not just
have current policy. Let’s stick to the
spending caps that we put in.

They violate the spending caps. They
violated it again last year, $21 billion,
and we already are up to $17 billion and
it is going to be at least $35 billion or
$40 billion or more at the end of this
year—already in violation of the caps.
When the majority says they keep the
caps on with no emergency spending

and the economy stays at a growth of
around 2 to 2.5 percent. The chairman
of the Budget Committee on Sunday
said CBO estimated two recessions—
That is not right and | would like to
correct that. CBO in this book does not
project any recession during the next
10 years, rather 2.5-percent growth.

If you can get all of that growth you
can get and have unemployment stay-
ing the same way, inflation staying
way down, interest rates down, you
obey the caps and you have no emer-
gencies whatever. And then you find
some money.

However, | point out that they knew
where most of the money, 80 percent,
was coming from—the other trust
funds.

I ask unanimous consent to have
printed in the RECORD that page in the
report, Trust Funds Looted to Balance
the Budget.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

TRUST FUNDS LOOTED TO BALANCE BUDGET

[By fiscal year, in billions]

1999 2000 2004
S0CHal SECUMLY vvvvevevrrerersieseerevsssrerreesseeeens 857 994 1,624
Medicare:
HI 129 140 184
SMI 39 44 64
Military Retirement ... 141 148 181
Civilian Retirement 490 520 634
Unemployment . . 79 88 113
Highway 25 26 32
Airport 11 14 25
Railroad Retirement .........c.cco.coommerviiiiiinennns 23 24 28
Other 57 59 69
TOtal oo 1851 2,057 2,954

Mr. HOLLINGS. So we have the other
trust funds to the tune of a 10-year pe-
riod of $800 billion. We have $1 trillion
to spend and that is the gamesmanship.
There actually is no surplus. They are
increasing deficits. If you don’t believe
CBO, believe at least the President.

I ask unanimous consent to have
printed page 43 of the OMB report.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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TABLE 22.—FEDERAL DEBT WITH SOCIAL SECURITY AND MEDICARE REFORM

[In billions of dollars]

Estimates

Projections

2001 2002 2003 2004 2005 2006 2007

2008 2009 2010 2011 2012 2014

Debt held by the public:
Debt held by the public, beginning of period ..........cccoovrveeens
Debt reduction from:

Off-budget surplus:
Surfplus pending Social Security and medicare re-
orm
Social Security solvency transfers ...
Returns on investment of transfers
Medicare solvency transfers
Less purchase of equities by Soci
Other financing requirements 2

3,404

3,101

2,933 2,744

1,964

Total changes

Debt held by the public, end of period
Less market value of equities ......... "
Debt held by the public, less equity holdings, end of period
Debt held by Government accounts:

Debt held by Government accounts, beginning of period
Increase prior to Social Security reform ...
Social Security and Medicare solvency tran:
Earnings on solvency transfers invested in Treasury securi-

ties
Less purchase of equities by Social Security trust fund? ...... 0

Total changes

Debt held by Government accounts, end of period .
Plus market value of equities

—137 —144 —154 =175 —193 —233 —243 —246 —248 — 246 —241
0 0 0 0 0 0 0 0 —107 —125 —145 — 166

0 0 0 0 0 0 0 0 -3 —14 =21 —43

-5 -0 -12 =5 =7 -10 -113 —142 —67 —68 —65 —58
0 0 0 0 0 0 0 0 110 139 172 209

21 17 17 16 15 13 8 8 8 8 9 9
—122 —127 —150 —154 —167 —189 —219 —263 —298 —339 —376 —305 —307 —302 —291
3531 3,404 3,255 3,101 2,933 2,744 2,525 2,262 1,964 1,625 1,249 944 637 335 44
0 0 0 0 0 0 0 0 0 0 0 —110 —248 —420 —629
3531 3,404 3,255 3,101 2,933 2,744 2525 2,262 1,964 1,625 1,249 834 388 -85 —585
1,962 2,172 2,371 2,612 2,848 3,096 3,363 3,667 4,012 4,394 4,823 5,299 5822 6,374 6,949
205 204 222 230 240 254 211 280 289 299 310 315 318 317 314

5 0 12 5 7 10 29 59 83 13 142 173 193 210 224

0 0 1 1 2 2 3 6 1n 17 25 35 42 48 55

0 0 0 0 0 0 0 0 0 0 —110 —139 —172 —209

210 204 235 236 249 266 304 345 382 429 476 523 552 575 593
2,172 2,317 2,612 2,848 3,096 3,363 3,667 4,012 4,394 4,823 5,299 5,822 6,374 6,949 7,543
0 0 0 0 0 0 0 0 0 0 0 110 248 420 629

Debt and equities held by Government accounts, end of pe-
riod 2,172

2,377 2,612 2,848 3,096 3,363 3,667 4,012

4,39 4,823 5,299

Lincludes accrued capital gains.
2Primarily credit programs.

Note: Projections for 2010 through 2014 are an OMB extension of detailed agency budget estimates through 2009.

The page shows increasing deficits
going up. The national debt goes up
from $5.6 trillion to about $7.6 trillion;

$7.587 trillion over 15 years. )
What do we have? We have an in-

crease in the debt of Social Security of
which the distinguished chairman has
the jurisdiction. They owe it $857 bil-
lion. In 10 years, they will owe Social
Security $2.7 trillion and they are talk-
ing about saving Social Security—
lockbox. This is a shameful sideshow
out here. There is no dignity left in

this Senate. No responsibility.

If they can put up a chart, run away,
whine, and say the people back home
know how to spend—if we have all the
money, why can’t the people get it
back? They didn’t give it back to the
Social Security people when he was
going to shoot me in the streets. They
didn’t give it back to where they came
from, the wage earners, the payroll
tax.

Oh, no, as the Senator from North
Dakota said, the rich get it all. Come
on. It seems as if there would be a con-
science in this crowd. | don’t think this
will sell with the American people
when they hear the truth. That is what
I am trying to give them here today—
the truth.

The distinguished Senator from
Texas comes up. | knew it because |
have been working at his side in pre-
vious years. He comes up and the first
thing he said is the real problem is how
to give it, and the best was ‘“‘across the
board.” 1 knew he was going to get to
Dicky Flatt. He immediately changed
subjects and the debate became the
Gramm amendment, which is supposed
to go between workers, wage earners,
and deadbeats. If he can put that one
over, then he has won the day with the

hard-working people and Dicky Flatt.
Come on, give us a break. We have

been through that. There is no edu-
cation in the second kick of a mule.

We have a good economy. Alan
Greenspan, the best of the best, who
has helped us maintain that, says stay
the course. The Hollings-Lieberman
motion is not to take sides in this in-
tramural between tax cuts and spend-
ing. But just saying: Finance Com-
mittee, come back with a bill that says
any surplus you find, apply it to reduc-
ing the national debt. Let's all go
home. | think we will win the approval
of the American people.

Now, not coming in with all of the
lockboxes, that immediately puts back
the money into 10Us. They issue these
Treasury bills, which are nothing more
than an 10U under section 201 of Social
Security, and then they spend the
money on other things. There is not
any true lockbox.

We had an amendment and | showed
that to the majority leader. | cir-
culated it to all the Senators. That is
why if they allow us to put our amend-
ments up, including my amendment to
cap the debt, we will get the truth. All
I want to do is say cap the debt as of
September 30, 1999. If you have nothing
but surpluses, then run around asking
how to spend it or how to give a tax cut
or whatever.

I will agree that you are right if
there is a surplus. But the debt won’t
go down at the end of the fiscal year.
They didn’t want that vote. That is
why we are in a filibuster about the
lockbox. Somehow, somewhere, we
have to get the truth out and cut out
this whining about the people back
home know how to spend their money.
The point is, you cannot cut taxes
without increasing spending. That is
the great fiscal cancer we have devel-
oped in the 1980s with the Reagan tax
cuts. The national debt was less than $1
trillion, less than $1 trillion at that
particular time. Now we have a $5.6
trillion debt. With all of that ‘“‘growth,
growth, growth—we are going to have

growth everywhere,”” what has grown is
the national debt with an interest cost
of $1 billion a day.

| served on Peter Grace’s commission
against waste, fraud and abuse. The
only thing Congress created was the
biggest waste of all, spending $358 bil-
lion in interest costs. If we had that
$358 billion, we could do all these
things—Social Security, Medicare, re-
search, tax cuts and everything else.
We are going to spend it on account of
a political sideshow and use our credi-
bility to get by. The reason we
creditably get by, and | will finish in a
moment. We had a wonderful debate in
the 1930s. 1 will listen to that any time.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. MOYNIHAN. Mr. President, off
the bill we yield the Senator 2 minutes.

The PRESIDING OFFICER. The Sen-
ator is recognized for an additional 2
minutes.

Mr. HOLLINGS. We had a wonderful
debate in the 1930s between Walter
Lippmann and John Dewey. It was Mr.
Lippmann’s contention that the way to
maintain and strengthen a democracy
was get the best of minds in the var-
ious disciplines—foreign policy, eco-
nomic policy, housing, whatever—get
them around the table, determine the
public’s needs, the Nation’s needs, de-
termine a policy to answer those needs,
and give it to the politicians in Con-
gress and let them enact it.

John Dewey, the educator, said no.
He said give the American people the
truth. Let the free press give the Amer-
ican people the truth, and the truth
will be reflected through the Congress-
men and the Senators in the Congress
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and we will have a strong democracy.
And that is what we did for 200-and-
some years. As Jefferson said, ““When
the press is free and every man can
read, all is safe.”

What has happened? We are not safe
any longer because the press has got-
ten into entertainment and they have
joined the conspiracy and they call
spending increases spending cuts and
they call deficits surpluses. That is our
dilemma. That is our dilemma. The
only thing that is going to save us is
that free press getting back to their
professional code of conduct, and cut
out the entertainment, and get back to
telling the American people the truth.
Then we would not have to argue about
tax cuts. It has to be an embarrass-
ment to come out here with a tax cut.
It would be an embarrassment to come
out here and just spend billions and bil-
lions of dollars that we do not have.
This year we are spending $103 billion
more than we are taking in. We are in
a deficit position.

| thank the Chairman and | yield the
floor.

The PRESIDING OFFICER. The Sen-
ator from Texas is recognized.

Mr. GRAMM. | yield 5 minutes to the
distinguished Senator from Texas.

The PRESIDING OFFICER. The dis-
tinguished Senator from Texas is rec-
ognized for 5 minutes.

Mrs. HUTCHISON. Mr. President, |
want to address some of the issues |
just heard from the Senator from
South Carolina. The first is quoting of
Alan Greenspan, the Chairman of the
Federal Reserve Board. | believe Dr.
Greenspan’s comments have been
taken far out of context. Because if
you look at what he said, plainly it is
if the choice is more spending or tax
cuts, | will take tax cuts.

It is true he said he would be very
cautious.

Mr. HOLLINGS. Will
guished Senator yield?

the distin-

Mrs. HUTCHISON. | will yield on
your time.
Mr. HOLLINGS. The Senator was

correct in what | was saying. | said
nothing about tax cuts—I favored those
over spending. | said in my motion
there is a surplus that we apply to re-
ducing the national debt, and | quoted
Mr. Greenspan as of February, when he
said, ‘“Stay the course.” | didn’t say
Greenspan said | prefer tax cuts over
spending. | did not use that quote.

Mrs. HUTCHISON. Dr. Greenspan
said: If it is a choice of tax cuts versus
spending, he takes tax cuts. Paying
down the debt is exactly what the Re-
publican plan does. So | think it is very
important we keep Dr. Greenspan’s
comments in context.

If you look at the President’s plan,
he takes $1 trillion and spends it. The
Republican plan takes the same $1 tril-
lion and gives $792 billion back to the
people who earned the money, and we
have a cushion for spending on issues
such as Medicare and education in the
rest of the $1.3 trillion in surplus that
comes from income tax withholding.
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The Republican plan takes all of the
payroll taxes that we heard the Sen-
ator from North Dakota talk about and
puts that into Social Security reform
and stability. So when we are talking
about a lockbox, we are saying all the
payroll taxes for Social Security that
people pay in will be set aside for So-
cial Security. That is $2 trillion. That
is exactly what the President’s plan
sets aside for Social Security.

It also has the effect of paying down
debt by about 50 percent, according to
the estimates. So you pay down debt
and you stabilize Social Security with
$2 trillion that is set aside from the
payroll taxes that people pay in.

But for the other $1 trillion we are
looking at that comes from income tax
withholding, we have very different
plans. The President would spend it.
The Republicans would let the people
who earned it keep it, and we would
hold the rest in abeyance for spending
on Medicare, education, national de-
fense.

Why do we want the people who earn
this money, who work so hard for it, to
be able to keep it? Because we believe
the people who earn it need the relief
for their own purposes—for them to de-
cide how they want to spend their
money. The typical American family is
paying more in income taxes in peace-
time than ever in our history—38 per-
cent in income taxes. A 10-percent
across-the-board tax cut is fair to ev-
eryone. Because when people paid their
taxes last year—they know what they
paid, and they can take 10 percent off
that. That is the most fair of all tax
cuts, to let people keep more of what
they earn. In fact, our tax relief pack-
age is less than the tax increases that
President Clinton put in place in 1993.
At that time, President Clinton said he
was going to tax the rich and he put in
that category people on Social Secu-
rity who earned $34,000 a year. That is
what he declared as rich. | think these
people deserve a break, and that is
what we are trying to give them.

We are giving marriage tax penalty
relief. This morning at my constituent
coffee, I met a schoolteacher and a
football coach. I am going to estimate
they earn about $35,000 and about
$40,000 apiece. They get hit right
square between the eyes with the mar-
riage penalty because when you put
their incomes together, they go into a
new bracket. They are earning, then,
$65,000 to $70,000 for a family of four.

That is wrong. We should not tell
people because they get married that
they owe more in taxes, just because
they got married.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mrs. HUTCHISON. Mr. President, did
Senator HOLLINGS’ question come off
his time or mine?

The PRESIDING OFFICER.
off of his time.

Mrs. HUTCHISON. Mr. President, it
is time we provide marriage tax pen-
alty relief, tax relief across the board,
death tax relief so people will not have

It came
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to visit the undertaker and the tax col-
lector on the same day and give up the
family farms that have had to be sold
because of death taxes. That is wrong.
This amendment will correct that situ-
ation. It is time we give relief to the
hard-working people of our country.

| yield the floor.

The PRESIDING OFFICER. The time
of the Senator has expired.

The distinguished Senator from Min-
nesota is recognized.

Mr. WELLSTONE. Mr. President, |
understand | have 10 minutes. | will try
to cut that in half in the interest of
moving this along.

I cannot believe the amendment that
is before this body. | am speaking
about the Gramm amendment. The
Center on Budget and Policy Priorities
does very good work, as does Citizens
for Tax Justice. Let’s take the 10-per-
cent tax rate cut across the board: this
is what they say. 60 percent of the ben-
efits of this tax cut will go to 10 per-
cent of the taxpayers with the highest
income. The bottom 60 percent of all
taxpayers will share just over 9 percent
of the total benefits under this plan.
The average tax cut under the Gramm
amendment, for the lowest income, 60
percent of all taxpayers, those with in-
comes below $38,000, will be about $99.

By contrast, those in the top 10 per-
cent will enjoy an average tax cut of
about $4,000. Tax cuts for the 1 percent
highest income, those making more
than $300,000 a year, will average $20,000
a year. | am not even talking about es-
tate and capital gains tax cuts, which
make the Gramm amendment even
more regressive.

To pick up on the comments of my
colleague from South Carolina, the
original House Ways and Means Com-
mittee proposal in the second 10 years
would explode the debt, costing $2.8
trillion. This may be only $2 trillion.
But even here, $2 trillion is a lot of
money. From 2010 to 2019, this tax cut
package in the Gramm amendment will
probably cost about $2 trillion. That is
what it will cost us.

Mr. President, Kevin Phillips, in
some commentary the other day on
“Morning Edition,” talked about the
House proposal. I think what he said
applies to this Gramm amendment:

The mind-boggling 10-year cuts passed late
last week by the House of Representatives
. . . deserve a new term: [Not pie in the sky
but] pie in the stratosphere.

That is what this Gramm amendment
is: pie in the stratosphere.

Sometimes my colleagues on the
other side of the aisle—and | say this
with a twinkle in my eye, it is never
hatred; we always enjoy our work—
they will accuse some of us of class
warfare. | say to my colleague from
Texas, this is class warfare. This is
class warfare: 60 percent of the benefits
go to the top 10 percent of all tax-
payers. The bottom 60 percent gets 9
percent. The average tax cut for most
of the people in my State of Minnesota
is about $99. But if you make over
$300,000 a year, there will be an average
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tax cut of $20,000 a year. | say to my
colleague from Texas, this is class war-
fare. That is what his amendment is.

In some ways, | am glad to fight this
war because the vast majority of peo-
ple in this country, when they realize
who gets the benefits and who does not,
when they realize what this amend-
ment does in the second 10 years, here
is what they are going to say. They are
going to say: We heard enough about
how this surplus belongs to us. We are
responsible adults. We are responsible
parents and grandparents, and we be-
lieve that whatever the performance of
our economy—and | hope it will be
good; we do not know, this is all as-
sumed—and whatever we have by way
of surplus, here is what we believe: We
believe that it does not belong to us; it
belongs to our children and our grand-
children.

That means we pay off some of the
debt we put on their shoulders, and
that means we also make sure that
Medicare and Social Security are there
for them. It also means our children
and our grandchildren, regardless of
whether they are rich or poor, have op-
portunities; that there is equal oppor-
tunity for every child. That is what the
American people believe. That is what
Minnesotans believe.

I love this Gramm amendment. | love
it because | think it presents in the
clearest possible way to people in Min-
nesota and people in the country what
we are about, whose side we are on. It
is a class warfare amendment, and it
should be trounced in a vote. | yield
the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. MOYNIHAN. | yield the Senator
from Michigan 10 minutes.

The PRESIDING OFFICER. The dis-
tinguished Senator from Michigan is
recognized for 10 minutes.

Mr. LEVIN. | thank the Chair. Mr.
President, | thank my good friend from
New York.

The tax program which is in the
amendment before the Senate, like the
plan that it would amend, is unfair to
middle-income Americans. It is eco-
nomically unwise, and it is based on
unrealistic assumptions. The unfair-
ness in the underlying bill it would
amend is perhaps best shown in the
fact that about two-thirds of its tax
benefits go to the upper one-fifth of our
people. The amendment makes that
worse. It makes an unfairness doubly
unfair because it will give almost 80
percent of the tax benefits to the upper
one-fifth of the income bracket.

In addition to being unfair, it is also
economically unwise because it jeop-
ardizes Medicare, it fails to strengthen
Social Security, and it risks higher in-
terest rates. Yesterday, Alan Green-
span, testifying before the Banking
Committee said:

We probably would be better off holding off
on a tax cut.

Why? Because of the uncertainty of
budget surplus projections and also be-
cause we should normally reserve tax
cuts for periods of economic slowdown.
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The implication, in his words, has
also been pretty clear over these last
few months, which is that a large tax
cut would cause the Fed to increase in-
terest rates. For the average middle-in-
come taxpayers, a rise in interest rates
means larger mortgage payments, larg-
er loan and credit card payments, larg-
er payments on that automobile, and
that would far outweigh the small
share of the benefits from the tax cut
which that average taxpayer might re-
ceive.

The tax program that is being offered
to us is also based on unrealistic pro-
jections. Projections are always risky.
We have seen many Federal budget es-
timates, and we know that as quickly
as the surpluses appear, they can dis-
appear. The estimates of both the Con-
gressional Budget Office and the Office
of Management and Budget have fre-
quently been far off the mark in recent
years, and that is not their fault. We
have some bright economists in the
CBO and the OMB. They have a dif-
ficult task. Forecasting the perform-
ance of the economy, particularly over
the course of several years, is more art
than science, and there is a lot of
guesswork in it.

For instance, the CBO estimated that
the unified budget surplus for fiscal
year 2000 will be $79 billion. But 4
months later, in a January 1999 CBO
document, the surplus for fiscal year
2000 was estimated at $130 billion. In 4
months, it jJumped from a $79 billion es-
timate to a $130 billion estimate. The
July estimate for fiscal year 2000 now
projects a $161 billion surplus. So there
has been a change of over 100 percent in
the projection of the surplus in less
than a year. If most Americans were
confronted with such uncertainty over
their own budget situation, they would
follow a cautious course, and we
should, too.

The projections in both the under-
lying proposal and the pending amend-
ment to it are extremely risky because
they are based on assumptions about
domestic spending levels that are high-
ly unrealistic. The on-budget surplus,
which the Republicans now say will
pay for the tax cut, is reliant largely
on massive cuts in discretionary spend-
ing, $595 billion over 10 years. That is a
23-percent cut in real terms from the
1999 level adjusted for inflation. Can we
really believe we will be cutting discre-
tionary programs by 23 percent in real
terms?

Is that what we are doing now?

If a realistic defense spending level is
adopted—even the President’s proposal;
if we assume just that—the domestic
spending cut will grow to $775 billion
over 10 years, which is a 38-percent cut
in real terms.

We have seen proof in the last few
weeks that these levels are unrealistic.
The so-called spending caps are already
being exceeded by attaching emergency
spending labels to new funding. We
have already heard from the chairman
of the Appropriations Committee that
these limits, or caps, are going to be
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lifted in any event. The House tends to
use emergency spending to get around
the caps. Apparently, we are going to
be more forthright and just lift the
caps.

So most people in Congress already
believe—whether they acknowledge
this publicly or not—that the caps are
simply not going to hold. So we al-
ready have strong evidence that the
basis of the surplus projection is not
realistic or credible.

The proposal before us is going to
take the economy backwards, just as
we are climbing out of a deficit ditch.

In 1992, the deficit in the Federal
budget was $290 billion. We made re-
markable progress which has brought
us now to the threshold of surpluses. It
came in large part because of a deficit-
reduction package which President
Clinton presented in 1993 and which we
passed by a margin of one vote. We
should not now, by passing a tax bill
such as the one before us, head down
the road toward new future deficits.

The alternative that Democrats of-
fered yesterday was far better, by all
three tests—the test of fairness, the
test of prudence, the test of credibility.
But by those same three tests, we
should hold off on any tax cut. We
should hold off on any tax cut, period.

First, we should see if the surplus is
real before we adopt tax cuts. Second,
if the surpluses are real, we should pay
down the national debt faster. And
third, we should save tax cuts for a
time of economic slow down.

The argument is made that this is
the taxpayers’ money. It is. But the
economy is the American taxpayers’,
too. The economy belongs to the Amer-
ican taxpayer. Social Security belongs
to the American people, just as this
money belongs to the American people.
The surplus belongs to the American
people. So does the Medicare program
belong to the American people. Our
education program, helping people
through college, belongs to the Amer-
ican people, just as the surplus does.

These are taxpayers’ dollars. There
can be no dispute about that. But the
veterans’ program is the American peo-
ple’s program. When we cut veterans’
health care, we are cutting into some-
thing that the American people want.
It is their program, just as the surplus,
just as the taxes, are the American
people’s.

The American people are speaking
loudly, at least to me, at least in my
office, when | go back home to Michi-
gan every weekend and talk to the
American people. What they are telling
me is: Pay down the debt, protect So-
cial Security, protect Medicare. Do
what you need to do to invest in edu-
cation. Don’t cut veterans’ programs.
But we don’t need this tax cut that is
being proposed at this time, not just
because it is unfair to middle income
Americans—which it is, since most of
the benefits go to the upper fifth—but
we don’t need the tax cut because we
want debt reduction, real debt reduc-
tion.
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That is what they are telling us.
That is what the American people, who
produced this surplus, who send us the
tax money, are telling us. They are
telling us that loudly, not just in pub-
lic opinion polls—in the mail that we
open up, in the phone calls we get, and
in the personal pleas we get when we
go home.

That is exactly what we should do:
To hold off on any tax cut and reduce
the debt with the money that other-
wise would go to that tax cut, again,
not just because it is unfair—which it
is—but because it is unwise and impru-
dent.

Mr. President, | yield the floor.

Mr. GRAMM addressed the Chair.

The PRESIDING OFFICER
BUNNING). The Senator from Texas.

Mr. GRAMM. Mr. President, it is my
understanding that the Democrat side
of the aisle has completed their run of
speakers. They have a little time left.
I have a little bit more. But it would be
my intention, if it suits everybody else,
to go ahead and try to answer all of
these points that have been made, and
try to deviate from my background as
a schoolteacher and not take all day,
and then go ahead and yield back my
time if they would yield back theirs,
and then we will set my vote aside and
let Senator KENNEDY offer his amend-
ment, if that will suit everybody on
time.

The only thing | want to be sure of
is—since | want to be sure | get to an-
swer every point that has been made—
I would like to be the last speaker on
my substitute. So if that works with
everybody, | am happy about it; if not,
we can do it another way.

Mr. MOYNIHAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. MOYNIHAN. The Senator’s pro-
posal is entirely agreeable. I cannot,
however, let pass the notion that Texas
may be the only State in the Union
where a former professor of economics
refers to himself as a sometimes
schoolteacher. But that is the way it
is. We look forward to hearing all he
has to say.

Mr. REID. Will the Senator yield for
a question?

Mr. MOYNIHAN. Sure.

Mr. REID. So we have someone here
to speak when the Senator finishes,
could the Senator give us an estimate
of when he might complete his state-
ment on this amendment?

Mr. GRAMM. Mr. President,
much time do | have?

The PRESIDING OFFICER. Eighteen
and a half minutes.

Mr. GRAMM. | will be through before
that. Senator KENNEDY may want to
start making his way over here.

Mr. President, we are about to wrap
up the debate on this amendment. |
think sometimes it is easy to get car-
ried away and get in the business of
trying to look at people’s motives. |
would like, in my concluding com-
ments, to try to set this whole thing in
perspective.

(Mr.

how
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I wonder sometimes if our Democrat
colleagues do not just rediscover every
once in a while how progressive—and
that is the term that was made up by
the people who wanted the Tax Code to
be highly skewed, where higher income
people paid the great preponderance of
taxes in America.

We are today talking about cutting
income taxes. Our dear colleague from
Minnesota points out that if you make
less than $30,000, you are going to get
less than $100 of income tax cuts in this
bill. But what our colleague fails to
recognize is that 50 percent of Ameri-
cans pay only 4.3 percent of the income
taxes; 32 percent of American families
pay no income taxes whatsoever.

So | know it makes for a good sound
bite to say 32 percent of Americans will
get no income tax cut if you cut taxes
across the board by 10 percent, but
they do not get a tax cut because they
do not pay income taxes.

Tax cuts are for taxpayers. The peo-
ple who will get a tax cut under this
bill get no food stamps. Is that an out-
rage? People who will get a tax cut
under this bill do not qualify for Med-
icaid. Is that an outrage that they do
not qualify for Medicaid? People who
will get a tax cut under this bill do not
qualify for Aid to Families with De-
pendent Children. Is anyone outraged
about that? | am not, because AFDC,
food stamps, Medicaid are not for ev-
erybody; they are for poor people. Tax
cuts are for taxpayers.

So when our colleagues stand up and
say the top one-quarter of the tax-
payers in America will get 60 percent of
the tax cut under this bill, don’t forget
that the top 25 percent of income earn-
ers in America today pay 81.3 percent
of all the taxes.

Why would anybody be shocked that
a group of people who pay 81.3 percent
of the taxes might get 60 percent of the
tax cut? In fact, what our dear col-
league from Michigan was pointing out
is that the Roth bill is, from the point
of view of the existing Tax Code, put-
ting a heavier burden on higher income
people. My amendment does not do
that. Now, some of our colleagues, a
few minutes ago, suggested that | was
offering the House bill. The House tax
cut bill is 457 pages long. The tax cut |
am offering is 46 pages long. This is a
very simple tax cut. At the end of my
comments, | will go over what it does
and does not do.

It is true that the top 1 percent will
get more tax cut than the bottom 50
percent. The top 1 percent of income
earners in America earn 16 cents of
every dollar earned, but they pay 32.3
percent of the taxes. The bottom 50
percent pay only 4.3 percent of the
taxes. So if you are giving a tax cut,
people who pay taxes get it. If you are
giving welfare or Medicaid, people who
are poor get it. |1 don’t know why that
comes as a shock to our Democrat col-
leagues.

Our dear friend from South Carolina
said the rich get it all. Well, the plain
truth is that the average family in
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America making $50,000 a year, they
are rich, according to the Senator from
South Carolina. But the average family
making $50,000 a year will get $624 in a
tax cut by the 10-percent across-the-
board tax.

How is it that only rich people are
getting the tax cut? Well, you have to
remember that when the Democrats, in
1993, raised taxes, they defined “‘rich”’
as anybody making over $25,000 a year
when they taxed people earning $25,000
a year on their Social Security bene-
fits. | hope people are not confused
when they hear the Senator from
South Carolina say under the Gramm
amendment rich people get it all. |
hope they understand that rich people
are people over $25,000 a year. When
Senator HOLLINGS was saying, vyes, he
voted to raise taxes on Social Security,
that was on rich people who made over
$25,000 a year. Don’t forget the code
when we are talking about these
things.

There are a lot of people on the Dem-
ocrat side of the aisle who say hold off
on the tax cut. Well, | don’t find that
unappealing. Just to level with people,
if we could stop the spending spree that
is underway and hold off on the tax cut
and have an election—I believe we are
going to have a Republican President; |
think | know who it is; | believe we are
going to have a Republican majority in
both Houses of Congress—I think we
could do a better job 2 years from now.
So when Senator LEVIN says hold off on
the tax cut, why do | not end up sup-
porting his position?

Well, the problem is, this is the Con-
gressional Budget Office analysis of
President Clinton’s budget. He is pro-
posing to spend $1.033 trillion, not only
every penny of the surplus, but he is
having to plunder Social Security for 3
out of the 10 years. So while our col-
leagues are saying don’t cut taxes,
what they are not telling is that the
President has proposed spending every
penny of the non-Social Security sur-
plus, plus part of the Social Security
surplus.

We are already $21 billion over the
budget this year. | would be willing to
wait when we had a President who |
think would support a better tax pack-
age, but under President Clinton’s
budget, we will have spent every penny
of the surplus before we can elect a new
President. So that is why we have to
act now.

The second thing is about how large
this tax cut is, how outrageous, how
obscene. If you want to spend all the
money, any tax cut is obscene. If you
don’t want a tax cut, all tax cuts are
for rich people, all tax increases are on
rich people. So most people, at least in
that language, don’t have a stake in it.

But the problem is, all tax increases
are on working people and our tax cut
is for working people. The question is,
Is it too big?

When Bill Clinton became President,
Government was taking in taxes, 17.8
cents out of every dollar earned by
every American. Because of the mas-
sive tax increase in 1993 and because
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people, as incomes have gone up, have
moved into higher brackets, Govern-
ment is now taking a peacetime record
20.6 percent of the economy in Federal
taxes.

Now, if we took all $1 trillion of the
non-Social Security surplus and gave it
back to the American worker in tax
cuts—and | remind Senators, we are
giving less than $800 billion because we
are keeping $200 billion for Medicare
and for emergencies—if we gave it all
back, the tax burden, at 18.8 percent of
every dollar earned, would still be sub-
stantially higher than it was the day
Bill Clinton became President. So even
if you adopt our tax cut and even if the
President signed it, when he left office
and when this tax cut was fully imple-
mented, he could say: Taxes were sub-
stantially higher when | left than when
I came—even though supposedly we are
talking about a huge tax cut.

Now, finally, if you take the arith-
metic and you say: How big is this tax
cut relative to the level of taxes we are
collecting, over a 10-year period, the
tax cut is a whopping 3.5 percent. Over
a 10-year period, if we adopt our tax
cut, we are reducing revenues by 3.5
percent.

How can the President say this tax
cut endangers the American economy?
In fact, the day before yesterday he
was saying it endangers women’s
health care; if we let working people
keep more of the money they earn, it is
going to hurt women’s health.

I don’t know, if this debate goes on
another day or two, he may say that
infantile paralysis will be back, that
polio will suddenly descend on Amer-
ica. If you let people keep more of what
they earn, it could happen. The bu-
bonic plague could come back. The
point is, we are talking about 3.5-per-
cent tax cuts over 10 years.

Why are we doing this? We are doing
it because we are going to collect $3
trillion in taxes over the next 10 years
above the level we are going to spend.
We are taking $2 trillion and putting it
away so when we get a President that
has the courage to fix Social Secu-
rity—we do not have such a President
today, | am sad to say, but when we get
one, we will have the money and we
will be ready to do it.

Then out of the trillion that is left,
we are saying, let us give eight-tenths
of it back in tax cuts and let us keep
two-tenths of it for Medicare and for
any emergencies we might have.

Our colleagues say, if you give these
tax cuts, the money is gone forever.
That is interesting because we raise
taxes round here all the time. But yet
when they spend this money on $1.033
trillion of new programs, it is as if we
can snap our fingers and have it back.

The truth is, you can always get
money back that you give to the Amer-
ican public in tax cuts. If we start 81
new programs, which is what President
Clinton wants to do, we will never be
able to get that money back. We will
never be able to end those programs.
That is what the debate is about.
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| see that one of my colleagues who
had asked to speak before, came and
waited for others to speak, has come
back. How much time do | have at this
point?

The PRESIDING OFFICER. The Sen-
ator has 6 minutes.

Mr. GRAMM. 1| yield that Senator 5
minutes of my time, and then 1 will
sum up with the last minute.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

Mr. KYL. Mr. President, | have heard
the name of the Federal Reserve Board
Chairman, Alan Greenspan, invoked in
this debate as if the Chairman would
oppose the tax-relief bill. That is not
my understanding of where Mr. Green-
span stands on the issue. | want to in-
clude for the RECORD at the end of my
remarks a copy of a Wall Street Jour-
nal editorial on the subject that ran on
July 27, 1999.

When Chairman Greenspan testified
before the Banking Committee last
week, he said that he would delay tax
cutting and apply the surplus to debt
repayment—but here is the part of the
quote that many in the media have
failed to report. He said he would defer
tax cuts:

. . unless, as I've indicated many times, it
appears that the surplus is going to become
a lightening rod for major increases in out-
lays (emphasis added). That’s the worst of all
possible worlds, from a fiscal policy point of
view, and that, under all conditions, should
be avoided.

Mr. Greenspan went on to say, ‘I
have great sympathy for those who
wish to cut taxes now to pre-empt that
process, and indeed if it turns out that
they are right, then | would say mov-
ing on the tax front makes a good deal
of sense to me.”’

Mr. President, Chairman Greenspan’s
view is important because opponents of
this tax relief bill claim that the Fed-
eral Reserve will respond to its enact-
ment by raising interest rates to the
cool economy. But Mr. Greenspan’s re-
marks make it clear that the real
threat to continue prosperity is bigger
government, not tax relief. And if the
tax overpayment is not returned to
taxpayers, | think it is clear that it
will be spent long before it can be ap-
plied to debt reduction.

Just consider that President Clinton
is proposing new spending amounting
to $826 billion—more than the 10-year
cost of the tax-relief bill that is before
us. Remember, too, that our tax bill
accounts for only about 25 percent of
the available surplus. In other words,
we are only proposing to refund about
25 cents of every surplus dollar to the
people who sent it to us—hardly a
risky or irresponsible thing. Seventy
five cents of every surplus dollar would
be dedicated to preserving Social Secu-
rity and Medicare, and funding other
domestic priorities.

Remember, to the extent that there
is a surplus, we will have taken care of
our core obligations already—things
like education and health care, running
our national parks, and providing for
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the national defense. It may be true
that refunding the overpayment will
mean we cannot fund some low priority
programs, but that is the point: tax-
payers ought to be able to decide how
to spend their own hard-earned money
before Washington wastes it.

Critics of the tax-relief bill also
claim that it cannot be justified be-
cause projected surpluses may never
materialize, that Congress and the
President will be unable to live within
the spending limits we agreed to on a
bipartisan basis only two years ago. In
other words, they contend that spend-
ing the surplus is a preordained out-
come. To me, that is not a reason to
defer tax relief. It is the very reason we
need to pass tax relief—before Wash-
ington can find new ways to spend the
tax overpayment.

Mr. President, | think it is important
to clarify that we are talking about
what to do with the non-Social Secu-
rity surplus. Our plan saves all of the
Social Security surplus for Social Se-
curity. President Clinton says that it
is his goal as well, but his budget
would actually spend $158 billion of the
Social Security surplus on other pro-
grams. If our colleagues on the other
side of the aisle would end their fili-
buster against the Social Security
lockbox bill, we could pass it and make
sure the Social Security surplus is not
spent.

Let me turn for a few moments to
the specific provisions of the tax-relief
bill that is before us today. | want to
begin by commending the chairman of
the Finance Committee for producing a
bill that fully meets the instructions of
the budget resolution we passed earlier
this year and provides a full $792 billion
in tax relief over the next decade.

But | must say that | would have
written the bill very differently. It
seems to me that there are too many
provisions that are targeted too nar-
rowly. For example, the bill includes a
tax break for the renovation of historic
homes. That is great if you intend to
engage in such renovation. But if you
do not have the means to own a his-
toric home, or do not want one, you get
no relief.

People with a foreign address would
have their frequent flyer miles exempt-
ed from the 7.5 percent air passenger
ticket tax.

Generation of electricity from chick-
en litter would earn a tax break.

And if you are fortunate enough to
get certain scholarships, your award
would be excluded from tax.

These four provisions alone—and
each may have merit in its own right—
have a combined revenue impact of
about $4 billion over 10 years—money
that | would prefer to put toward
broad-based, growth-oriented tax relief
that help all taxpayers.

While there are many worthwhile
provisions in the Finance Committee
bill, a better approach is embodied in
an amendment that will be offered by
Senator PHIL GRAMM of Texas. Whereas
the committee bill attempts to spread
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relief among some 130 parts of the Tax
Code, the Gramm amendment would
focus on just five areas, using the sur-
plus to finally correct some of the most
unfair and egregious provisions of the
law.

The Gramm amendment would, for
example, expand on the provisions of
the wunderlying bill to completely
eliminate the marriage-tax penalty.
What rationale can there possibly be
for imposing such a penalty? All of us
say we are concerned that families do
not have enough to make ends meet—
that they do not have enough to pay
for child care, college, or to buy their
own homes. Yet we tolerate a system
that overtaxes families. According to
Tax Foundation estimates, the average
American family pays almost 40 per-
cent of its income in taxes to federal,
state, and local governments. To put it
another way, in families where both
parents work, one of the parents is
nearly working full time just to pay
the family’s tax bill. It is no wonder,
then, that parents do not have enough
to make ends meet when government is
taking that much. It is just not right.

The marriage penalty alone is esti-
mated to cost the average couple an
extra $1,400 a year. About 21 million
American couples are affected, and the
cost is particularly high for the work-
ing poor. Two-earner families making
less than $20,000 often must devote a
full eight percent of their income to
pay the marriage penalty. The highest
percentage of couples hit by the mar-
riage penalty earns between $20,000 and
$30,000 per year.

Think what these families could do
with an extra $1,400 in their pockets.
They could pay for three to four
months of day care if they choose to
send a child outside the home—or
make it easier for one parent to stay at
home to take care of the children, if
that is what they decide is best for
them. They could make four to five
payments on their car or minivan.
They could pay their utility bill for
nine months.

The Finance Committee bill goes a
long way toward resolving the mar-
riage-penalty problem, and | thank the
chairman of the Finance Committee
for that; but since we have the re-
sources to solve it fully once and for
all, we should.

The death tax is just as wrong, and
we ought to do something about it, too.
The Gramm amendment includes the
provisions of the Kyl-Kerrey bill, as
modified by the House, that would
eliminate the death tax outright.

Although most Americans will prob-
ably never pay a death tax, most peo-
ple still sense that there is something
terribly wrong with a system that al-
lows Washington to seize more than
half of whatever is left after someone
dies—a system that prevents hard-
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working Americans from passing the
bulk of their next eggs to their chil-
dren or grandchildren, or even their
local charities. Liberal Professor of
Law at the University of Southern
California, Edward J. McCaffrey, put it
this way: ‘““Polls and practices show
that we like sin taxes, such as on alco-
hol and cigarettes.”” ‘““The estate tax,”’
he went on to say, ‘“‘is an anti-sin, or a
virtue, tax. It is a tax on work and sav-
ings without consumption, on thrift,
on long term savings. There is no rea-
son even a liberal populace need sup-
portit.”

Economists Henry Aaron and Alicia
Munnell reached similar conclusions,
writing in a 1992 study that death taxes
““have failed to achieve their intended
purposes. They raise little revenue.
They impose large excess burdens.
They are unfair.”

In fact, 77 percent of the people re-
sponding to survey by the Polling Com-
pany last year indicated that they
favor repeal of the death tax. When
Californians had the chance to weigh in
with a ballot proposition, they voted
two-to-one to repeal their state’s death
tax. The legislatures of five other
states have enacted legislation since
1997 that will either eliminate or sig-
nificantly reduce the burden of their
states’ death taxes.

Talk to the men and women who run
small businesses around the country
and you will find that death taxes are
a major concern to them. The 1995
White House Conference on Small Busi-
ness identified the death tax as one of
small business’s top concerns, and dele-
gates to the conference voted over-
whelmingly to endorse its repeal. Re-
member, this is a tax that is imposed
on a family business when it is least
able to afford the payment—upon the
death of the person with the greatest
practical and institutional knowledge
of that business’s operations.

Although the death tax raises only
about one percent of the federal gov-
ernment’s annual revenue, it exerts a
disproportionately large and negative
impact on the economy. In fact, Alicia
Munnell, a former member of President
Clinton’s Council of Economic Advi-
sors, estimates that the costs of com-
plying with death-tax laws are roughly
the same magnitude as the revenue
raised. In 1998, for example that
amounted to about $23 billion. In other
words, for every dollar of tax revenue
raised by the death tax, another dollar
is squandered in the economy simply to
comply with or avoid the tax.

Over time, the adverse consequences
are compounded. A report issued by the
Joint Economic Committee last De-
cember concluded that the existence of
the death tax this century has reduced
the stock of capital in the economy by
nearly half a trillion dollars.
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By repealing the death tax and put-
ting those resources to better use, the
Joint Committee estimates that as
many as 240,000 jobs could be created
over seven years and Americans would
have an additional $24.4 billion in dis-
posable personal income.

Unlike the Finance Committee bill,
which leaves the death tax in place in-
definitely, the Gramm amendment
would repeal the tax—pull it out by its
roots. The House has already passed
similar provisions, and the Senate
should, as well. Death-tax repeal is a
must.

Mr. President, there are three other
components of the Gramm amendment
that | will touch on only briefly. First,
it would reduce marginal income-tax
rates by 10 percent across the board. In
other words, all taxpayers would see
their tax bills reduced, proportionate
to how much they pay. This is probably
the fairest way of returning the tax
overpayment.

Second, the amendment would index
capital gains for inflation, recognizing
that the Treasury should not reap the
benefit of inflationary policies.

Third, it would provide a full deduc-
tion for health insurance for the self
employed.

Mr. President, the Gramm amend-
ment would provide broad-based relief,
and would do so in a way that is not
only fair, but which would keep the
economy growing and providing a bet-
ter standard of living for all Ameri-
cans.

I will vote for the Gramm amend-
ment. If it is defeated, | will vote for
the underlying bill in order to get it to
conference where the bill could be im-
proved. | will, however, reserve judg-
ment about whether to support the
conference report until | can see if it
comes close to the Gramm amendment
or the House bill.

Before concluding, I ask unanimous
consent that the Wall Street Journal
editorial from July 27, 1999, which 1
mentioned at the beginning of my re-
marks, be printed in the RECORD at this
point.

There being no objection, the edi-
torial was ordered to be printed in the
RECORD, as follows:

REVIEW & OUTLOOK—TRUTH AND TAXES

Ronald Reagan once famously noted that
“facts are stubborn things,” but that was be-
fore the Clinton Presidency. One con-
sequence of Clintonism is that facts have
been irrelevant to political debate, as for ex-
ample in the current fight over tax cuts.

Under the new Clinton rules, by now
imbedded in media coverage, it doesn’t mat-
ter whether something is true; what counts
is whether it works politically. Thus last
week Federal Reserve Chairman Alan Green-
span suddenly found himself hailed as a hero
of the Democratic Party, allegedly for
trashing the House Republican tax-cut bill.
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Or so the news reports said. We read his re-
marks, however, and the truth is more inter-
esting.

Mr. Greenspan: ‘““My first priority, if | were
given such a priority, is to let the surpluses
run.”

Rep. John LaFalce (D., N.Y.): “Thank you,
Mr. Chairman.”

Mr. Greenspan: “As I've said before, my
second priority is if you find that as a con-
sequence of those surpluses they tend to be
spent, then | would be more in the camp of
cutting taxes, because the least desirable is
using those surpluses for expanding out-
lays.”

For some reason the press corps never
mentioned this spending caveat, as large as
it is. We don’t know how they missed it, be-
cause a short time later the Fed chief said
he’d delay tax cutting ‘“‘unless, as I've indi-
cated many times, it appears that the sur-
plus is going to become a lightening rod for
major increases in outlays. That’s the worst
of all possible worlds, for a fiscal policy
point of view, and that, under all conditions,
should be avoided.

“l1 have great sympathy for those who wish
to cut taxes now to pre-empt that process,
and indeed, if it turns out that they are
right, then I would say moving on the tax
front makes a good deal of sense to me.”

Now, also keep in mind that Mr. Greenspan
is a central banker. He runs monetary pol-
icy, which means he needs the political run-
ning room to raise interest rates from time
to time. Like all central bankers, he gets ir-
rationally exuberant about deficits, which he
fears could return and complicate this task.
Ergo, he’d prefer surpluses to pile up from
here to eternity.

Yet, if the surpluses are going to be spent,
he’d still rather cut taxes first. And indeed,
last week Mr. Greenspan repeated his belief
that the revenue-maximizing tax rate for
capital gains is ““zero”” and that he prefers a
cut in marginal tax rates.

As it happens, last week the Beltway’s
media sleuths also ignored some startling
facts from the Congressional Budget Office.
CBO—historically no friend of tax-cutting—
compared Congress’s budget proposals with
Mr. Clinton’s. And it found that, despite its
$800 billion tax cut over 10 years, Congress’s
budget actually reduces the federal debt
more than does Mr. Clinton’s

How can this be? because Mr. Clinton pro-
poses to spend that money instead of use it
to retire debt, just as Mr. Greenspan fears.
Here’s the CBO math on the Clinton pro-
posals:

$111 billion for Medicare, including $168 bil-
lion for the new prescription drug bribe less
other savings;

$245 billion for USA Accounts, another po-
litical handout;

$328 billion for additional discretionary
spending—$127 billion for defense and $201
billion in nondefense programs’’; and

$142 billion for higher debt service costs be-
cause of the higher spending.

The GOP tax cut is about $792 billion,
while Mr. Clinton’s new spending would
amount to $826 billion. In short, Mr. Clinton
isn’t against the GOP tax cut because he
wants to save it for posterity. He’s against it
because he wants to spend that money in-
stead. Which by Mr. Greenspan’s own testi-
mony last week means the Fed chief would
endorse cutting taxes first.

And, by the way, don’t believe Mr. Clinton
when he claims, as he did in his Saturday
radio address, that ‘““the GOP tax cut is so
large it would require dramatic cuts in vial
areas, such as education, the environment,
biomedical research, defense and crime fight-
ing.”” As CBO also shows, since 1990 domestic
spending (not including entitlements) has in-
creased by 5% a year; that’s roughly double
the rate of inflation.
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Mr. Clinton has taken to lying with such
fluency that his whoppers are barely even
noticed. We’re not optimistic that anyone
else will keep him honest. But we thought
our readers would like to know.

Mr. KYL. To reiterate, the bill in-
cludes a tax break for the renovation of
historic homes. That is great, if you in-
tend to engage in such a renovation
and you have a historic home. But if
you don’t have that kind of a home, it
is not going to do you much good. Peo-
ple with foreign addresses would have
their frequent flier miles exempted
from the 7.5-percent passenger ticket
tax.

Generation of electricity from chick-
en litter would earn a tax break. If you
are fortunate to get certain scholar-
ship, you could be excluded from a tax.
These four provisions alone, which may
well have merit, have a combined rev-
enue impact of about $4 billion over 10
years—money | would prefer to put to-
ward the kind of relief Senator Gramm
has been proposing. That is why | sup-
port his amendment.

Let’s take one of the provisions of his
amendment, whereas, the committee
bill attempts to spread relief. Out of
about 130 different parts of the Tax
Code, the Gramm amendment focuses
on just 5 particular areas, using the
surplus to finally correct some of the
most unfair and egregious provisions of
the law. For example, it eliminates the
marriage tax penalty.

The Finance Committee proposal
goes a long way toward working on
that marriage penalty, but it does not
eliminate it. The Gramm proposal
would do that. It is not fair that we
overtax families just because they are
married. The impact is estimated to
cost the average couple an extra $1,400
a year. About 21 million American cou-
ples are affected. It is no wonder both
spouses in the family are having to
work. One, in effect, is working for the
family, and the other is working to pay
off the taxes. They are upset with this
marriage tax penalty. | support that
provision.

While we deal with the death tax in
the Finance Committee proposal, we
don’t eliminate it. It ought to be elimi-
nated. The Gramm proposal eliminates
it along the lines of the Kyl-Kerrey
bill. 1 appreciate Senator Gramm in-
cluding our provision in his amend-
ment. The death tax is the most unfair
tax of all. Death should not be a tax-
able event. If you want to tax people
because they make some economic de-
cision to spend money, to take money
out of an account, to sell an asset, then
tax that economic decision. They un-
derstand going in what the con-
sequences are going to be. But nobody
chooses to die. Why their heirs should
have to pay a tax because of a death is
beyond most of us. It brings in about 1
percent in revenue. It is not worth it.
An awful lot of small businesses and
farms, which have all of the assets tied
up in equipment and the capital of the
business itself, end up having to sell
their assets in order to pay the taxes.
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The idea that it was to prevent the ac-
cumulation of wealth no longer works.
In today’s world, when you have to sell
the business, you usually sell to some
big conglomerate that then takes it
over.

So the death tax is unfair. Our pro-
posal, which in effect converts it to a
capital gains tax on the sale of the as-
sets if and when they are ever sold, is
a much fairer proposal. It still permits
the Government to recover some of the
money, but it is not based upon the
death of the individual, it is based upon
the sale of the asset when the people
want to sell it.

There are three other components |
will touch on briefly. First, it reduces
the marginal income tax by 10 percent
across the board. In other words, all
taxpayers would see their taxes re-
duced, proportionate to how much they
pay, as the Senator pointed out. It is
probably the fairest way of returning
the tax overpayment. The amendment
would index capital gains for inflation,
recognizing that the Treasury should
not reap the benefit of inflationary pol-
icy. Finally, it would provide a full de-
duction for health insurance for the
self-employed, something | think ev-
erybody would like to see done.

We can afford to do those things, and
we ought to do those things in this
amendment. | will vote for the GRAMM
amendment. If it is defeated, 1 will
vote for the underlying bill in order to
get it to conference where it can be im-
proved. | will reserve judgment on
whether to support the conference re-
port until | see whether it comes closer
to the approach Senator GRAMM has
taken.

Mr. GRAMM addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Texas is recognized.

Mr. GRAMM. Mr. President, I have
worked up an example that | think
tells the story here at the end of the
debate. The question is, If we have a
simple tax cut that cuts taxes across
the board by 10 percent, eliminates the
marriage penalty, repeals the death
tax, indexes capital gains taxes, and
gives a full deduction for health insur-
ance, what will it mean to your family?

Obviously, it is easy to take how
much taxes you pay and then take the
10 percent. Here is an example. Take
this couple Senator HuTcHISON talked
about, where you have a teacher and a
football coach and they are married.
Together, they make $70,000 a year.
Now, | know there are some people on
the other side of the aisle who are
going to say they are rich. They have
two children, and they might have one
of them in college. If they have both of
them in college, they are among the
most financially stressed people in
America.

But what would happen under this
bill is that the 10 percent tax cut would
mean that this family—a coach and a
teacher, making $70,000 a year—would
get an $800 tax c